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PAYMENTS IN LIEU OF TAXES TO STATES OR 
LOCAL TAXING UNITS 


S. 2473 


WEDNESDAY, JULY 29, 1953 


Unirep SraTes SENATE, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
VW ash ington, dD. c. 


The committee met at 10:25 a. m., pursuant to call, in room F—-41, 
the Capitol, Senator Joseph R. MeCarthy (chairman) presiding. 

Present: Senator Joseph R. McCarthy, Republican, Wisconsin; 
Senator Karl E. Mundt, Republican, South Dakota; Senator Stuart 
Symington, Democrat, Missouri; Senator Alton A. Lennon, Demo- 
crat, North Carolina. 

Also present: Walter L. Reynolds, chief clerk; Ann M. Grickis, 
assistant chief clerk; Glenn K. Shriver, professional staff member. 

Chairman McCarruy. The committee will come to order. 

This morning the committee will hear witnesses on S. 2473, a bill 
to provide for payments in lieu of taxes to States or local taxing units. 

I shall ask the reporter to insert into the record at this point a copy 
of the bill, with the section-by-section analysis prepared by the Bureau 
of the Budget 

(S. 2475 and the analysis referred to follow:) 





[S. 2473, 83d Cong., Ist 
A BILL To provide for payments by the Federal Government to Stat r local taxing units adversely 
affected by Fede wequisition, ownership, or use of defense product wilities, to provide for the tax 
ation of certain Federal properties, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
Ame ca in Conaress assembled l hat this Aet mav be cite 1 as the ‘‘Aet for Pay- 
ments to Local Taxing Authorities’’ 


DECLARATION OF POLICY 


Sec. 2. (a) Although the Federal Government is under no constitutional obli- 
gation to pay taxes or to contribute to the States or local governments any sums 
in lieu of taxes on account of property owned by the Federal Government, the 
Congress declares that it is the policy of the United States in carrying out the 
national program of military security and defense to avoid insofar as feasible the 
impairment of the finances of State and local governments thro the acquisition, 


ownership, or use of any defense production facility by the Federal Government 
or through requirements for State or local governmental services arising directly 
from Federal ownership or use of any such facility. Officials and employees of 
the Federal Government, in administering this Act, shall be guided by the general 
objective of avoiding, insofar as feasible, inequities between the taxpayers of par- 
ticular States and local governments, on the one hand, and the taxpayers of the 
Federal Government, on the other hand, in the distribution of tax burdens and 
governmental costs associated with the ownership or use of any defense production 


facility 
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| ( ¢ $ lar further at I ( iderati of the stem of pay- 
eY provide Sta i oca ) nment ll be expected, when 
! l make a le pul ( for anv Federal Government defense 
I a i i thereof or orkers ploved therein and 
rfa e san er! is are accorded to other propertie residents 
or per s 
DEFINITIONS 
S . UA sed s Act the followi terms 8s have the meanings respect- 
scribed to the belo and nless the context clearly indicates otherwise, 
i ( if e pl ral ell as the s i! € 
a Federal or ‘‘Federal Government’? means the nited States of America 
and the Government thereof cluding all its depar nts, agencies, boards, and 
( Ol and all corporations subject no or erealter to the provisions of 
{ lo e Gove nt Cor a ( rol Act. asa 1(21 t). 5. C. S46 
852 
I Federal agency,” wnhning ageney,” or ‘‘Federal owning agency,’’ means 
al irisdiction Over or administers a 
deft 
( ins property (i) the title to which is ir 
the e Fi al Government 
l vied by local taxing units, and (ii 
rcommercial purposes connecte d 
{ : the term ‘defense production 
facilit, as used in this Act, shall not include property owned or used by the 
Atomic Energy Commission for purposes of the Atomie Energy Act of 1946, as 


amended, and materials acquired, owned, or used by the Federal Government for 
the strategie and criti {nd provided further, That a defense produe- 





tion facility declared excess or surplus or held for disposition shall remain within 
lor purposes of this Act until it is either dis} osed of by the Federal 
Government or is used otherwise than for industrial or commercial purposes con- 
nected with national defense 

d) “National defense’? means the operations or activities of the Armed Forces 
or any other Government department or agency directly or indirectly and sub- 
stantially concerned with the national defense, or operations or activities in con- 
nection with the Mutual Defense Assistance Act of 1949, as amended. 

e Property” shall include land; structures and other improvements to land, 
whether affixed or movable; machinery, raw materials, goods in process, articles, 
commodities, inventories, products, supplies, and components; and leaseholds or 
other substantial rights to the use or disposition of any of these. 

f Industrial or commercial’ refers to activities involving primarily, or to 
properties the ownership or use of which involves primarily, the process of mining, 
manufacture, fabrication, repair, generation of electrical energy, transportation, 
or any similar process, including storage within or on such property, or the sale 
or resale, rent, or lease of commodities or the sale of services, including storage 
within or on such property. 

g) ‘“‘Aequire’”’ means to vest title in the Federal Government by purchase, 
exchange, condemnation, donation, devise, revestment, or bequest. 
ate’ and ‘States’? means the several States of the United States of 


this category 


America 

i) ‘Local government” or “local taxing unit’? means any county, city, munici- 
pality or other political subdivision or public entity of any State having authority 
inder State laws to levy and collect taxes upon real or tangible personal property. 

j) Unless the context indicates otherwise, ‘‘tax’’? means a levy of general ap- 
plication upon property according to value, and “taxation”? means the imposition 
of such a tax 

| ‘Tax year’ means the year beginning with the tax assessment date or tax 
lien date, whichever establishes tax liability in the jurisdiction concerned. In the 
event an assessment period is used by the taxing jurisdiction and no single assess- 
ment date or lien date fixing tax liability is determinable with respect to the prop- 
erty, then the first day of the assessment period shall be the beginning of the tax 
year 

1) “Average effective tax rate’? means the average nominal tax rate adjusted to 
reflect the current average relationship of assessed value to fair value of property. 
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CONSENT TO STATE AND LOCAL TAXATION 


Src. 4. (a) Consent is hereby granted to State and local governments to tax 
any defense production facility acquired since June 30, 1950, in order to protect 
the financial interest of the Federal Government in connection with loans or con- 
tracts of insurance or guaranty or contracts for procurement for national defense, 
while held pending disposition or until put to permanent use by the Federal Gov- 
ernment. If such property is put to permanent use as a defense production facil- 
ity by the Federal Government, the classification of the property as specified in 
this Act shall thenceforth be controlling as to any payments with respect to such 
property. 

b) Consent is hereby granted to State 


Federal Government the Federal interest in a1 





governments to tax to tne 


nse production facility which 





has been or hereafter is leased or sold by conditional sale to taxable persons and 
is not otherwise subject to State or local taxation 

ec) Consent ‘is hereby granted to State and local governments to tax 

1) any defense production facility which in any tax year which began 
after June 30, 1950, was subject to State or local taxation under the provisions 
of any other Federal statute and is not subject to taxation under subsection 
a) or (b) hereof; and 

2) any defense production facility which is subject to State or local 


taxation subsequent to the effective date of this Act but which, though still 
a defense production facility, would, in the absence of this consent, be 
withdrawn from such taxation by reason of a transfer of its ownership, use, 


or administration from one Federal agency to another 
(d) Property under this section may be taxed to the same extent a 
same manner according to its value as if it were privately owned, and 
tax shall be based upon an assessed valuation whi 


nd in the 
any such 


not represent a larger 





percentage of true value than is used by assessing au rities in valuing property 
generally for tax purposes within the taxing jurisdictior Any special tax treat- 
ment accorded to other similar property shall be applied to property of the Federal 
Government. The Federal Government shall not be subject to penalties or 


pe alty interest nor shall its property be subject to anv lien, foreclosure, or other 
proceedings because of nonpayment or failure to make timely payment of taxes; 
nor shall subsequent owners be liable therefor: Provided, however, That this shall 
not preclude the payment of penalties or penalty interest when the Federal 
owning agency determines that such payment is in the interest of the Iederal 
Government. 

PAYMENTS ON TAX-EXEMPT PROPERTIES 


Src. 5. (a) Payments to State or local governments under this section are 
hereby authorized on account of defense production facilities not subject to taxa- 
tion under section 4 of this Act. The provisions of this section shall not apply to 

(1) any defense production facility acquired or constructed by the Federal 
Government prior to July 1, 1950; and 

2) any defense production facility which under private ownership would 
be exempt from taxation under the constitution or laws of the State of 
location 

(b) State or local governments shall be eligible for annual payments on property 
subject to the provisions of this section, but no payment shall be made to a State 
or local government which does not provide its services to a defense production 
facility or to residents thereof or workers employed therein and their families 
upon the same terms as are accorded to other properties, residents, or persons, 
unless the provision of such services is deemed by the Federal owning agency not 
to be necessary or desirable. The amount of any such payment to a State or 
local government under the provisions of this section shall be determi ed by each 
Federal owning agency in accordance with rules and regulations promulgated 
under section 6 of this Act Any such rules and regulations shall require considera- 
tion of the following factors to the extent that each is pertinent and shall specify 
or recommend the relative wei 

1) The average amount of taxes, if any, charged annually inst the property 
for the last two vears in which it was in taxable ownership, but consideration of 
this factor may be omitted in the case of property own 1 bv the Federal Govern- 
ment for more than five years immediately preceding the tax year to which the 
application for payment relates. 

2) The current tax equivalent w 


property, excluding improvements to 

















hts to be given them 














I would be pavable on account of the 
| 





real property made b ie Federal Govern- 
ment after acquisition (covered in paragraph 3 hereof), as determined by applying 
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the average effective tax rate currently applicable to real and tangible personal 


propert ' the same juris 





tion to the current fair value of the property as 
estimated by the owning agency, but the average effective tax rate and the value 





of the property need not be determined oftener than once in five years 
3) In the case of real property improved by the Federal Government after 
acquisition, the amount determined by applving the average effective tax rate 


currently applicable to real property in the same jurisdiction to the value of 
improvements made by the Federal Government after acquisition, as estimated 
by the owning agency: Provided, That where improvements made on or after 
July 1, 1950, are in the nature of partial or total replacements of improvements 
made by the Federal Government prior to that date, only the excess value of the 
nev improvements over the value ol previo ISL\ exempted improvements, deter- 
as of the date of replacement, shall be taken into consideration for purposes 
this paragraph 








t) The extent, if any, to which the property is in the control or custody of or 
is used by a private operator, contractor, agent, or person 

5) The additional expenditures, if any, by the applicant State or local govern- 
ment necessary for providing services to the defense production facility and any 
residents thereof or workers emploved therein and their families 

6) The provision by the Federal Government of (i) any services which ordi- 
narily would be provided by the applicant State or local government, as measured 
by the unit cost to the applicant State or local government for rendering like 
services, or (ii) financial assistance under the provisions of the Act of September 
23, 1950 (64 Stat. 967, 20 U.S. C. 251-280). as amended, or the Act of September 
30, 1950 (64 Stat. 1100, 20 U. S. C. 236-244), as amended. or the Defense 
Housing and Community Facilities and Services Act of 1951 (65 Stat. 293, 
42 U.S. C. 1591-1593e), as amended 

7) Any other facts relevant to a fair determination in accordance with the 
policies and principles of this Act 


ec) This section shall not extend, in the case of the Tennessee Valley Authority, 


to power properties (including the portion of multipurpose properties allocated to 
power purpose which are owned by or in the custody of the Authority. Pay- 
ments, if ar which may be required hereunder on account of nonpower properties 
covered by the definition of ‘defense production facilities’? shall be in addition to 


payments required by section 13 of the Tennessee Valley Authority Aet of 1933 
May 18, 1933: ch 32, 48 Stat. 66). as amended (16 U.S. C. 831 l 


d) Anv State or local government, directly or through the officer administering 
its tax on real property, mav submit to Federal owning agencies, in accordance 
“ he rules and regulations issued under this title, applications for payments 
under this section with respect to defense production facilities located within the 


wraphic boundaries of such government. 





e) A Federal owning agency shall not make anv payment under the provisions 
of this section for any tax vear unless an application has been filed with it by 
or on behalf of the State or local government not later than sixty days after the 
beginning of each tax vear to which the payments relate: Provided, however, 
That during a veriod of six months after the effective date of this Act applications 
shall be accepted for payments relating to the first tax year which begins after 
June 30, 1953. 
owning agency shall, upon application made by or on behalf 
government, determine the amount, if any, which is payable 
in accordan with the provisions of this section The Federal owning agencies 
shall make their determinations and payments with respect to such applications 
not later than the eighth month of the tax year to which the payments apply 








\ ss a later date is fixed by law for the payment of taxes levied by the State or 
local government, in which event the Federal owning agency shall make its 
determination and payment not later than that date: Provided, however, That 


itions relating to the first tax vear which begins after June 


30, 1953, the determinations and payments shall be made within six months of 





respect to applies 


the receipt of the respective applications The determination by the Federal 
owning agency shall be final unless appealed as provided in section 6. Payment 
shall be made by such owning agency to the officer authorized by law to collect 
taxes on real property for such government or to such other officer or agency as 
may be specified in the application: and any such payments shall be for the use 
of the applicant government Nothing in this Act shall be construed as limiting 
the a ) of any St with respect to its local governments. 
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GENERAL PROVISIONS 


Sec. 6. (a) For the purpose of promoting the policies and purposes of this Act 
th a uniform interpretation and appl ion of its provisions with respect 
to each Federal owning agency, duties of general supervision and coordination 
are hereby assigned to the Director of the Office of Defense Mob ation (herein- 
after referred to as the Director). In earrving out his functions under this Act 
the Director 
1) shall promulgate any necessary regul: 
performance of the 


(2) shall preseribe forms for originul and renewal applicati: 








unctions veste lI e OW! g 





by State or local governments in requesting payments under 
3) shall pre scribe reports to be made to the Director | 
owning agencies with respect to property under their jurisdiction and the 


determinations and payments made by them under this Act 

(4) shall provide for the handling of appeals in accordance with subsection 
d) hereof; 

(5) may review the determinations of the owning agencies with respect to 
the classification of their properties and the amount of payments thereon 
under this Act insofar as he deems necessary, and may consult with and 
advise the owning agencies with the object of promoting uniformity in the 
application of the provisions of this Act; and 

6) may make investigations of the problems involved in the adminis- 
tration of this Act and the manner in which it is administered bv the owning 
agencies, and arrange with other agencies to obtain basic data to aid in the 
administration of this Act. 

(b) The Director shall submit annually to the President a report on the appli- 
cations received and payments made under this Act to State and loeal govern- 
ments, together with such supporting data as will assist in interpreting and 
appraising the operation of the Act Not later thar ears after the effec- 
tive date of this Act, the Director shall submit to the President for transmittal 
to the Congress a report on operations under this Act and such other data, infor- 
mation, and recommendations as may be pertinent to future legislation 





c) Each Federal owning agency shall carry out the rules and regulations 
promulgated by the Director, and may issue such orders and interpretations as 
may be desirable to carry out the policies, procedures, and standards preseribed 


in this Act or in any rules or regulations promulgate 

(d) In order to assure uniform and equitable administration of this Act and the 
rules and regulations issued thereunder, the Director shall constitute from among 
the personne! of the Offies of Defer se Mobilization a hoard of three persons to 








hear and decide appeals from determinations of owning agencies on applications 
for payments under section 5. The Director shall provide in his regulations the 
rules to govern the taking and hearing of appeals and the time and method of 
payment, if any, in such eases. The decision of the board with respect to an 


appeal shall, unless set aside or modified by the Director within thirty days, be 
final and binding on the owning ageney and the appellant 














(e) Whether any particular property falls within the classification of a defense 
production facility for purposes of this Act iw r it ill be subject to the 
provisions of section - or section 5 of this ull ordinal t rmined by 
the ownership of the property and the use t ich it is put o1 f lay of the 
tax vear of the State or local government concerned. Any su letermination 
and any payment under this Act shall be made by the Federal a y which, on 
the first day of the tax year, ha irisdiction over or administers the property for 
which the determination or payment is required 

(f) Funds and appropriations available to the owning agency for the activities 
for which the property is held or used shall b ivailable for pa ients ndet I 
Act. Such payments shall be m: prior to audit and settle: by the General 
Accounting Office and shall be chs 1 only to funds or ap \ rent at 
the time the tax year begin r, in the ast pa nts dur the first twelh 
months after the effective date of tl Act, from funds or appropriations current 
at the time the payment is made. Refunds of overpayment all be credited to 
the fund or appropriation from wl pavn va na [ I D 
othe rwise, to n iscells I ‘pt of the Tre sury | »T extent practi able, 
in lieu of obtaining refunds, anv overpayment may be offset against any payment 
on the same property for a subsequent vear, but in such event, if the refund would 


otherwise be payable into miscellaneous receipts, the current fund or appropriation 


shall be charged and miscellaneous receipts credited with the amount so offset. 


37191—53——2 
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ownership, or use of defense production facilities by the Federal Government. 


i as Federal property of this tvpe tends to be concentrated in particular 
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localities, these holdings may impose burdens upon the local taxpayers through 


reduction of the property tax base igh special requirements for local 























government service engendered by th e prod a es Since the 
holdings are devoted to national « Ss appropriate at’ the osts be 
spread over the taxpavers of the Na bjective this | therefore is to 
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duction facility, any further payments will then be determined by its classification 


in accordance with the provisions of the act 


2) Property leased or sold by conditional sale to taxable persons. In this 
case, the Federal interest ma be taxed if the defense production Tacit is not 
otherwise ubject to State or local taxation 


3 Defense production facilitic which have been taxable since June 30, 1950, 








or t ome taxable hereafter but which would not continue subject to taxation 
if thi ‘ ubsection refers primarily to properties 
which | e be taxable, because of their ownership by a 
taxable ¢ I the Reconstruction Finance Corpora- 
tion, | which are taken 1 the tax rolls by transfer of title, administration, or 
use to a mnta even though the property continues 
to be ed a Ciiit In effect, tl is provision directs 
that where cor given for the taxation of a particular 
prop ind 1 after June 30, 1950. transfers of title 
or ad ra feral ager hould not operate to 
withdra he consent as long as the prope! continues to be a Federal defense 
pr n facilit 

The date of ine 30, 1950, is used to approximate the beginning of the Korean 
action and the bsequent expansion of the defense progran 

Prope rt in these three categorie ma be taxed to the same extent and in the 
same manner according to its value as if it were privately owned rhe assessed 
valuation on which the tax is based is to represent no greater percentage of true 
value than is used by assessing authorities in valuing property generally for tax 
purposes within the taxing jurisdiction \ny special tax treatment accorded to 
other similar property is to be applied to this Federal property 

If it should be necessary to withhold payment of taxes pending negotiation of 
the assessment or for other reasons, the Federal Government will not be subject 
to penalties for late payment, nor may its property be subjected to any lien, 
foreclosure, or other proceeding It appears that such an immunity from penal- 
ties would extend to the Federal Government ¢ en if it were not expressl provided 
in the bill, but the saving clause is included to avoid possible controversy with 
local official Under some circumstances, however lties might 
be Lo [ et 1 antage of Line Federal C50 ernment LDse( bon 
make ich payment optional with the owning agence 











a Pa Le! na D acl nd ( lon 5 Tr al iO! fa ili 
tie w! nha ( I ‘ ibic ) uxation b 1, 
howeve i | ul defense production faci ( ! t he 
Federal Govern prior to. 1, 1950, and (2) ar ility 
wl f private ownership, would be tax-exem] or 
law Oo! eta I catior 


te of July 1, 1°50, which establishes the same dividing line as the date of 











June 30, 1950 ed in se mn 4 sed to approximate the beginning of the 
Korean actiot nd the subsequent ¢xpansion of the defense program 

bh) In general, the State or local governments will be elig for annual pay- 
ment ( Dr erty subject to the provisions of this section \ State or local 
govern?! ! would not be eligible fe however, if it discriminates against 
the defe production facility or or workers or their families in the 
way in which it provides, or withholds, the usual governmental services 


Che amount of each payment under section 5 will be determined by the Federal 


owning agency in accordance with general rules and regulations to be issued under 


The payments will be based upon the following considerations 





(1) Taxes charged against the property for the last 2 vears during which it 
wa n taxable ownershil In the ease of property which has been in Federal 
ownership for more than 5 vears, this factor may be omitted to avoid the difficulty 
of sear¢ g old tax records to ascertain the amount of taxes charged 

2 he amount of tax which would currently be payal le on account of the 
propert f it were taxable Improvements to real property made by the Federal 
Government after its acquisition are omitted from this caleulation; they are con- 
idered in the third factor. This “current tax equivalent” is to be determined 


by applving the average local “effective tax rate’’ to a current fair valuation esti- 


mated by the Federal owning agency; the “effective” rate is used to adjust for 
differences between the assessed and fair values of taxable properties generally in 


any taxir jurisdiction lo simplify administration, this determination is not 


required oftener than once in 5 vears 
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(3 Che amount of tax wl 





ch would currently be payable on the value of im- 
provements to real estate made by the Federal Government after acquisition of 
the real estate Where improvements made on or July 1, 1950, are in the 
nature of partial or total replacements of impr« ! made by the Federal 
Government prior to that date, only the net increment of improvements is to be 
considered Chis ‘‘eurrent tax equivalent” is to be determined by applying the 
average local ‘‘effective tax rate’’ for real estate to the value of the Federal im- 











provements The 5-vear interval between redeterminations is omitte 1, however, 
since improvements may be added from vear to year 

+1) The extent, if anv, to which the property is the control or custody or is 
used by a private operator, contractor, agent, or persor In some instances, the 
operating arrangements for defense-production facilities may make it tantamount 


to private property, with only the legal title in the Federal Government. This 
fact may have a bearing on the amount of payment to be n 





5) Additional expenditures which may be required of the applicant State or 
local government for providing services to the defense production facility, and its 
workers or residents and their families 

6) Two types of aid which may be rendered by the Federal Government. 
‘The first is the value of any local-type services provided by the Federal Govern- 





ment as an incident to its activities This value is to be measured bv the cost to 
the State or local government of rendering like services. The second type of aid 
is any provision of financial assistance which may be given for constructing or 





operating local schools or defense communit, and services, as provided 


warrant a credit against 





in certain other Federal laws. JT ither type of 
the payment otherwise computed 
(7) Any other facts relevant to a fair determinatior 
The factors listed in subsection 5 (b) do not constitute a formula, but are 


intended to represent the considerations upon which the amount of a payment 
will be based In some cases only one of these factors w be relevant to a 
determination for a specific defense production facility In other cases several 
of the listed factors will be germane. In some cases there will be facts other than 
those listed in this subsection which should be taken into account in adapting the 
provisior f this bill to a particular Federal property ownership situation, in 
order to carry out the policy of this legislation However, since this section is 
intended to operate within the framework of a property tax system, it is not 
contemplated that other facts relevant” wi it ude indirect benefits to the 
localitv such as larger payrolls, ed consumer expenditures, or larger collee- 





tions from sales and income taxes which might be attributable to the yperations 


of a defense production facility 




















c) If am nonpower properti of the Tennessee Valle. Authority should 
qualify as ‘‘defense-production facilities,’ they would be subject to the provisions 
of this act No et ange is pr pose 1 in the present provisions ol the lennessee 
Valley Authority Act which require payments of a percentage of gross proceeds 
from electric power to State and loeal gover ents where the power! properties are 
located If anv payments are nade o nonpower defense production facilities 
under this act, they will be additional to the revenue-shar nder the VA law. 

d) The application of a State or local government for a payment under 
section 5 ms: be made by it directly or through the officer adr stering its tax 
on real property This provision ntended to simplif idministration by 
encou ing the various local governments having a defer production facility 
within their boundaries to file their applications together, tl oh t * common 
tax assessor, tax collector, or other official administeri t re tv tax Che 
apy lications are to be submitted to the Federal ow n yzencies nd are subject 
to rules and regulations to be issued under the act 

( A payment under section 5 iv be made only upon an application filed not 
later than 60 davs after the beginning of the ta year to the payments 
relate The bill provides, howe. that duri the first 6 m ; after its effec 
tive date applications shall be accept retatit t the first tax ea vhich begins 
after June 30. 1953 

Upen application by a State r local vernment, each Federal agency 
decide the amount of the payment, if anv, on its defense productio1 acility 
under this section Decisions on applications for payments, and any payments 
based upon such applications are to be made by the eighth n th of the tax year 
to which the payments apply, or by the da cal law for pay 
ment of taxes if that date is later For which begins after 
June 30, 1953, however, the determinatior ‘e to be made within 





6 months of the receipt of the respective as already noted, 
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subsectio e) allows 6 months from the effective date of the act for filing these 


initial applications 
The determinations of the owning agencies are final unless an appeal is filed as 
authorized in section 6 

Payments may be made to the officer authorized by law to collect real property 
taxes for the applicant unit of government or to any other officer specified in the 
application Although the payments are intended to be for the use of the appli- 
cant government, the act is net to be construed as limiting the authority of any 


State with re pect to its local governments 
Section 6. Ger eral provisions 


(a) The primary administrative responsibility under the bill is lodged in the 
Federal agencies owning or using defense production facilities However, to pro- 
mote uniform interpretation and application of its provisions with respect to each 
Federal owning agency, the bill assigns to the Director of the Office of Defense 
Mobilization duties of general supervision and coordination. 

In carrying out his functions, the Director is given the following specific powers 
and duties: 

1) He shall promulgate necessary regulations and rules 

2) He shall prescribe forms for original and renewal applications for payments 
under section 5 

3) He shall prescribe reports to be made to him by Federal owning agencies 
with respect to property under their jurisdiction and the determinations and pay- 
ments made by them under the act 

1) He shall provide for handling appeals, as further explained below. 

5) He may review the determinations of the owning agencies with respect to 
the classification of their properties and the amount of payments thereon under 
the act, insofar as he deems necessary, and he may consult with and advise the 
owning agencies with the object of promoting uniformity in the application of 
the act 

6) He may investigate problems involved in administration of the act and 
the manner in which it is administered, and may arrange with other agencies to 
obtain basic data to aid in administration 

The review authority listed in item (5) does not extend to the revision of 
individual determinations, excepting on appeal, but is designed to provide the 
Director with a factual basis for his directions and advice to the owning agencies 
and for his reports. The basic data referred to in item (6) might relate, for 
example, to methods of property appraisal, information about standard construc- 
tion costs, or indexes of changing costs and values, local property assessment 
ratios, and other information which, in the Director’s judgment, it would be 
desirable for him to provide to the agencies in the interests of economy or equity. 

(b) As a basis for evaluating the operations and effects of the legislation, provi- 
sion is made to require annual reports by the Director to the President and for a 
more extensive report, with recommendations pertinent to future legislation, to 
be submitted to the President not later than 3 years after the effective date of 
the act, for transmittal to the Congress. The annual reports are to include a 
report on applications received and payments made, as well as other supporting 
data that will assist in interpreting and appraising the operation of the act 

(c) Each Federal agency is directed to carry out the rules and regulations 
promulgated by the Director and may issue such orders and interpretations 
relative to its own operations as may be desirable to make effective policies, 
procedures, and standards prescribed in the act or by the Director. 

(ad) Further to assure uniformity and equity, the Director is required to con- 
stitute a board of three persons to hear and decide appeals from determinations 
made by the owning agencies on applications for payments under section 5. The 
board members are to be appointed from among the personnel of the Office of 
Defense Mobilization; in this way, it is anticipated that they will be available for 
other duties if less than their full time is required for appeals. The rules govern- 
ing the appeals and the time and method of payment, if any, in appealed cases 
are to be provided for in the regulations promulgated by the Director. Decisions 
by the appeals board are to be final, binding both the owning agency and the ap- 
pellant, but a decision may be set aside or modified by the Director if he acts within 
30 days 

e) Questions of classification will arise at two major levels—(1) whether any 
particular property is a defense production facility or is outside that classification, 
and (2) if it is within the general category, whether it is subject to the tax-payment 
provisions of section 4 or the system of administratively determined payments 
prescribed in section 5. Ordinarily, these questions are to be determined by the 
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ownership of the property and the use to which it is put on the first day of the 
tax year of the State or local government concerned. The determination, as well 


as any payment under the act, is to be made by the Federal agency which has 
jurisdiction over or administers the property on the first day of the tax year 
involved. 

(f) Payments are to be made by each owning agency from appropriations or 
other funds available to it for the activities for which the property is held or used. 
Any overpayment is to be offset against payments otherwise due the same State or 
local government in subsequent years. If refunds are received, they are to be 
credited if possible to the fund or appropriation from which payment was made; 
otherwise, to miscellaneous r¢ ceipts 

(g) Authority is provided for appropriation of such sums as may be necessary 
to enable the Director and the Federal owning agencies to carry out the provisions 
of the act. ; 

(h) Payments under section 5 are to be administratively determined and pre- 
sumably would be governed by the Administrative Procedure Act in the absence 
of a specific exemption. Since these payments are to be mad f 
grace and provision is made for appeals to an administrative board outside the 
owning agency, it is not necessary to subje et the decisions of the KF deral agencies 
to judicial review and the other formal procedures of the Administrative Procedure 
Act. It would be inappropriate to apply these procedural requirements to the 
consent to taxation in section 4, since the Federal agencies will be in the role of 
taxpayers, with the same rights of administrative and judicial review in local and 
State tribunals as may be accorded to other taxpayers by the laws of the several 
States. 

Accordingly, all functions performed under this bill are to be exempt from the 
operation of the Administrative Procedure Act, as amended, except as to the 
publie information requirements of section 3 of that act. The applicable section 
specifies the kinds of rules that agencies shall state or publish, requires that 
appropriate matters of official record shall be made available to properly inter- 
ested persons, and requires that rulings and orders either be published or otherwise 
made available to public inspection. 


e as a matter o 


Section 7. Effect on other laws 

Excepting for any defense-production facilities for which consent to State or 
local taxation has heretofore been given expressly by Federal statute, most of 
the Federal properties to be affected by this law are covered by the constitutional 


immunity of the Federal Government from taxation. The immunity is referred 
to and reaffirmed in section 2. This bill has the effect, of course, of waiving the 
constitutional immunity in certain circumstances. It further provides, in sec- 
tion 7, that, insofar as the provisions of any other law are inconsistent with the 


provisions of this act, this act shall be controlling 
Section 8. Separability 

This section contains the customary provision to the effect that the invalidity 
of any provision of the act or the application thereof to any person or circumstance 
shall not affect the remainder of the act nor the application of such provision to 
other persons or circumstances. 
Section 9. Effective date 


The act is to become effective on the date of its enactment 


Chairman McCartuy. Mr. Knott, I understand you have to 
appear before another committee, so we shall hear you first. 


STATEMENT OF LAWRENCE B. KNOTT, JR., ATTORNEY, DEPART- 
MENT OF THE ARMY (APPEARING FOR THE DEPARTMENT OF 
DEFENSE) 


Mr. Knorr. I wish I might speak in more detail, Mr. Chairman, but 
the Department received this bill vesterday afternoon, and while it is 
a smaller version of a larger bill which it has had under consideration 
for some time, the Department’s position has not been fully erystal- 
ized. We are very much interested in the subject and we would h 
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to pursue it further. We feel that certainly by January we could have 
a report for the committee 

Chairman McCarrny. In other words, you have not had enough 
time to study this sufficiently to give the Department’s opinion? 

Mr. Knorr. No, sir We do not know what its effect would be on 
the Department. 

Chairman McCarruy. And you would like to have this deferred 
until January so you could give it some study? 

Mr. Knorr. That is right, sir 

Chairman McCarruy. All right, thank you very much. 

Mr. Labovitz? 


STATEMENT OF I. M. LABOVITZ, ASSISTANT CHIEF OF LABOR 
AND WELFARE, BUREAU OF THE BUDGET 


Mr. Lasovirz. Mr. Chairman, I don’t have a formal statement, or 
rather the nearest thing | have to a formal statement on this bill is 
an analysis of it that we prepared in the Bureau of the Budget at the 
request of your committee staff. I think it may be well to say at the 
outset that the Bureau of the Budget worked on the preparation of 
this bill 

Mr. Chairman, it may be well to say at the outset that the Bureau 
of the Budget, as a staff service for Senator Taft, did some work on 
this bill, and at the request of his staff and vour committee staff did 
prepare a section-by-section analysis of it. However, this bill is not 
at this point a Bureau of the Budget bill because there has been no 
opportunity to clear it with the agencies of the executive branch or to 
get estimates of cost or otherwise to establish a position with reference 
to it. Our understanding of the purpose of this hearing this morning 
is that we were to provide some explanation and description of the 
bill, of its philosophy and approach, and the way it would operate, 
and be prepared to answer questions. 

As I started to say, Senator Taft had intended, as I understand, 
to introduce this bill somewhat earlier, in which case it might have 
been possible to have obtained by this time agency views, and par- 
ticularly estimates of cost. Unfortunately he was unable to do that, 
as you know, and therefore We are not in a position to give you con- 
clusions regarding the policy of the bill. I do not know whether you 
wish to go ahead with an explanation of the provisions 

Chairman McCarrnuy. Yes. 

Mr. Lanovirz. This bill is designed to provide a continuing system 
for payments by the Federal Government to States or local taxing 
units which are adversely affected by the Federal acquisition or use 
of defense-production facilities. It is limited to defense-production 
facilities as defined in the bill. It would authorize two types of 
payments on such facilities, that is, there are two categories. One 
tvpe of payment would be the ordinary ad valorem property tax 
payment in certain instances. The other case would be what we 
call administratively determined payments reasonably related to the 
taxes that might be applicable to the property under private owner- 
ship. This bill reflects a general presumption that since defense 
production facilities are of national rather than local interest and 
benefit, the property tax costs that are associated with such properties 
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should be borne largely by Federal taxpavers rather than local 
taxpayers. 

Chairman McCarrnuy, Let me ask you this. Let me say that I 
have not had a chance to study the bill myself. Am I correct in the 
assumption that this is for the purpose of providing that where the 
Federal Government acquires property within a State, takes it off the 
local tax rolls, that the Federal Government will try and, in effect, 
make payments in lieu of taxes because of that loss they sustained? 

Mr. Lanovirz. That is correct, for real estate classified as defense- 
production facilities. In addition this bill deals with personal property 
which may or may not have come off the tax rolls but which would 
be subject to tax if it were in private ownership in the taxable juris- 
diction of the particular State 

Chairman McCarrny. How about situations such as this: Let us 
say that in the State of Wisconsin or any other State, the Federal 
Government acquires, we will say, real estate worth a hundred 
thousand dollars. Then assume they move onto that real estate 
personal property worth $10 million. Would this provide that the 
Federal Government would have to pay the local taxes on all the 
personal property it had on that real estate? 

Mr. Larnovirz. It might under this bill, depending on the uses and 
types of personal property. Primarily that would turn on_ the 
question of the definition of defense-production facilities, which is 
somewhat limited in this bill 

Chairman McCarruy. What would be the justification for the 
Federal Government paying the local or State tax, we will say, on 
caterpillar tractors or airplanes or any other property like that they 
would have in a State? What is the reasoning behind that? Do 
vou know? 

Mr. Lasovirz. The reasoning behind it is that in many cases the 
Federal Government, in its procurement contracts, has taken title to 
property which ordinarily would remain the property of a private 
contractor and be subject to the State tax. If the Federal Govern- 
ment contracted with an ordinary manufacturer and took title to the 
product only after the product were completed, the manufacturer 
would pay taxes on his equipment, machinery, and inventories, 
whereas the problem that arises in many of these cases is that the 
Federal Government takes title to the equipment, machinery, and 
inventories which a manufacturer uses. 

Chairman McCarruy. Apparently I misunderstood you or you 
misunderstood my question. This would not anticipate the Federal 
Government paying any tax on, we will sav, tanks or airplanes or any 
personal property of that kind, would it? 

Mr. Lanovirz. I am sorry, | cannot give you a ‘ves’ or “no” 
answer, because it would, while the equipment, the ordnance was in 
production, but it would not with respect to the finished ordnance 
which is no longer in what we would call commercial or industrial 
production. 

There is a distinction drawn here between the operations of the 
defense production facilities as such, and, let us say, the operation of 
a military reservation. 

Senator Symineron. May I ask a question here? I have not had 
a chance to study this bill, but is the idea that if a defense plant, for 
example, went into a locality, that the defense plant taking over the 


37191 








14 PAYMENTS IN LIEU OF TAXES 


property, and so forth, might result in less taxable property to the 
State? 

Mr. Larnovirz. That is the basic problem. 

Senator Symineton. And of course even though you might say the 
Federal Government was taking advantage of coming in there, also 
the State gets an advantage from the Federal Government because 
they have more payroll in the State and they have more people work- 
ing in the State, at presumably high wages, based on the protection 
that Government employees have working under Government laws; is 
that not right? 

Mr. Lanovirz. That is right. 

Senator Symineton. What this really is, and I am only thinking out 
loud, is an effort on the part of these gentlemen backing the bill 
help the State not lose taxable property; is that right? 

Mr. Lasovirz. That is primarily the reason 

Senator Symineron. When you say that there would be a possible 
tax on tanks and airplanes, you do not mean that, do you? 

Mr. Lanovirz. During the production process, there might be, as 
personal! property. 

Senator SYMInGTon. As personal property. 

Mr. Lasovirz. Yes. 

Senator Syminetron. Are you sure of your facts on that? 

Mr. Lasovirz. Weil, the language, I think, is broad enough. It 
would depend on the facts of the particular case. 

Senator Symrneron. Would you care to comment as to whether 
Senator Taft or Senator Bush or some of these people had thatin mind, 
to the best of your knowledge, that they would tax the inventory, 
the State would? 

Mr. Lasovirz. Well, I believe that Senator Taft did have in mind 
that under certain circumstances, certain inventories would be taxed. 
The bill is limited as to which inventories would be taxed. 

Senator Symineron. I should like to say for the record, Mr. Chair- 
man, that I have another committee meeting. 

I think it would be a good idea that the State be allowed to tax 
a Federal plant, from the standpoint of a Federal plant being in a 
locality, because after all the plant coming in does a great service 
for a locality. I think the point you bring up about inventory is very 
pertinent. I do not see he they would want to tax the inventory 
of tanks or planes. That would simply increase the cost to the Gov- 
ernment for the tanks and planes. 

Chairman McCarruy. I would say I agree with you, Senator. I 
could see why there would be a very good reason to have a bill to 
reimburse the State when you take property off the State or local tax 
rolls, but if, as you seem to indicate, this might result in taxing the 
military equipment in the process of production, that would be 
getting, I think, into a field which would require a great deal of study. 
Do you think so, Senator? 

Senator Syminaion. I agree with that, Senator. 

Chairman McCarrny. If this is simply to reimburse the States or 
local communities when the property is taken off the tax rolls, to 
make the State whole, I think it is very sensible from that standpoint. 
I think we would want to hear from the Senators who introduced the 
bill and get their ideas of what this is intended to do. 
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Mr. ReyNoups. Senator Knowland is tied up on the floor, Mr. 
Chairman. He said he would like to have the record show that he 
desires to submit a statement, and Senator Bush is presently in 
another committee meeting. He is going to attempt to get in later. 
He said to go ahead. We have other witnesses. The Senators can 
submit their statements for the record later. 

Chairman McCarrny. Mr. Walter, are you going to appear for 
Senator Taft? 


Mr. Wauter. Yes, Mr. Chairman. 


STATEMENT OF HON. PRESCOTT BUSH, A UNITED STATES 
SENATOR FROM THE STATE OF CONNECTICUT 


Chairman McCarruy. Senator Bush, I know how busy all the 
Senators are, so we will hear from you right away. 

I may say the only testimony we have had on 8. 2473, Senator 
Bush, wi is by the Department of Defense, and the Bureau of the 
Budget. ‘Their position was that they have not had —_ ‘ient time 
to study this and they would like to have it go over until January so 
they would have more time to study the bill. They have registered 
neither opposition nor approval of the bill. The young man from the 
Bureau of the Budget, Mr. Labovitz, just started to testify. The 
question which came up which we would like to have you deal with, 
if you would, is whether or not this bill is intended to go beyond mak- 
_ng the State whole. I think the position of the committee members 
Iwho have been present is that if this bill is merely to reimburse the 
States for what they would lose in taxes—when I say the States, I 
mean the local municipalities—by reason of taking the property off 
the tax rolls; I think we have unanimous approval of that principle. 
However, if it goes further, and as Mr. Labovitz indicated, if it might 
allow the taxing of military equipment, such as tanks and airplanes, 
which are in the process of production, my thought would be that the 
bill would require a great deal of study and considerable attention 
from the Department of Defense and the Bureau of the Budget. | 
would like to get your thoughts. 

Senator Busu. I think the first is probably correct, Mr. Chairman. 
It is simply an attempt to put the State, using that word to cover 
municipalities and all, in the same position respecting these industrial 
operations as they are respecting any otber industrial operations. | 
think I can illustrate that by giving you just one ‘hustration in 
Connecticut. 

Incidentally, I should like permission to file this statement for the 
record. To save your time, I shall not read it but will take some 
excerpts out to deal with the particular situation. 

Chairman McCarruy. The entire statement will be filed. 

(Senator Bush’s prepared statement follows:) 


STATEMENT OF Hon. Prescott Busy, A SENATOR FROM THE STATE 
or CONNECTICUT 


I am grateful for this opportunity to appear before your committee to express 
my support of 8. 2473, of which I am privileged to be a cosponsor. ‘This bill was 
drafted as a result of the initiative of Senator Taft, of Ohio, who like many other 
Members of the Senate, has been concerned with the effect of Federal ownership 
of defense production facilities upon local tax structures, and has provided dis- 
tinguished leadership in attempting to find a sound solution to the problem. 
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The State of Connecticut. whie } been called the arsenal of democracy 
because of the location within her borders of so many important defense plants, 
Is very much interested in this legislation Beeause of the short notice given for 
th hearir gy, our Stat tax commissioner Mr. William F, Connelly inabl to 
appear today, but he sent me the following message, which I ask to have 
placed in the record 

On b alf of Connecticut municipalities, where large amounts ol Federa 
prope as defined in bill are located, I strongly urge the passage of this measure 
Ma cal taxing nits are sorely press I ie municipal servic for ae 
fe pla ul the emplovees wit eir re ective area Stratford, Cont 

isa eater amount of suc proper than present t e grand list impo i 

) ‘tain complete or accurate figures for entire S but est i t ‘ 

ild exceed $200 million Chank vou for vour great interest in this matter of 

ch importance to our municipalities.” 

re nelly has referred to the case of Stratford, Co1 which is one of the 

istrations of the need for this legislation which has come to m 

O Che Federal Government owns { e Aveo Manufa 

! Ci irge plant for the product nes in that tow1 Phe 
ippra ilue of the ix-free Governn olved in tha int 
nS 21,277, 4a smount more than $151 ( ull the taxable } pel 
Wit! the town as reflec 1 its grand list 

\ breakdown of the valuation of e A ained 11 f rile ! 

‘ from Mr. Harry B. Flood, t n ford hich | » 
o have cluded in the record 

Re juest ( resent ) ne comm ef the fo ) g appra fis res as 
they affect the United States Government property located in Stratford, Cor 
and now leased to Aveo Manufacturing Co.: Land, $149,980; buildings, $13,271 
297; personal property, $70 million; total, $83,321,277. These figures based « 
70 percent basis of 100 percent present cost wit! lepre¢ tio! Preset own of 
Stratford grand list 1952 total, $67,733.440 town of Stratford h ffered 
many vears from the loss of taxes from this lI: Federal-owned property whit 
has ca 1 great distress to our community because of the educational and other 
C1 ( required Located in a rapidly growing defense area, we need immediate 
financial tax relief from this Federal-owned property Urge committer ve re f 
fr tl nfair tax problem as it affects Stratford and other similar communities 

Although Stratford and Bloomfield, in Connecticut, and other communities in 

hich entire plants are Government-owned provide the most dramatic illustrations 
of the need for this legislation, I believe it will be of substantial benefit to other 
TOW and cities in mv state and throughout the Na IO! 

One of the problems confronting local tax authorities is outlined in the follow 
ing memorandum which has been submitted to me by Mr. Colin F. Star chief 
of staff of the Joint Committee on Internal Revenue Taxation 

A « erable number of procurement contracts recently negot 1 by the 
vario armed services with privat contractors, contall Provisions ul der which 
title to parts, materials, inventories, work in progress and tools, acquired or 
produced by the contractor for the performance of the contract, vests in the 
United States Government upon the making of any partial payment to the 
col i Both the contract and the Federal Government have claimed 
hat the property i olved is exe mpt fro local taxation, because t is the prop 
erty of the United States It is claimed that unless the Government takes title 
o the property, advances could not be made to contractors, because under the 


OQ tit] 





law, the Federal 


ites prohibit the advance of public moneys (see. 529, | 
a1. 4 se (nnotated Since this technical title is necessary for the sole 
purpose of providing partial payments, which would otherwise be prohibited by 
ection 529, supra, it appears that the Congress could permit the Government to 


take title, and consent to the taxation of such property by local governments it 
the same manner as properties not owned by the Federal Government are taxed.’ 


S. 2473 has been drafted with this problem in mind, and appears to have met 
by the broad definition of ‘“‘property’’ in subsection (e) of section (3 It 
should provide relief to many communities which have been prevented fron 


obtaining needed revenues from property which would clearly be taxable except 


for what appears to be a mere technicality of law. 

I realize that the pressure of time makes it improbable that your committee 
can act upon this bill in time to bring it to a vote in the present. session The 
proposed legislation is far-reaching in effect, and is a departure from previous 
practice. It involves an encroachment upon the traditional immunity of the 
Federal Government from State and local taxation lor these reasons, the bill 
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will require careful study ij the lig of all the informati t it Ca be obtained 
from the Federal depart: its that will be affeeted, and from Sta und cal 
authorities I am confident that your committee will give the bill the attent 

it deserves, and will be able to make recommendatio1 o Congress soon after 
the second session convene next January 


Senator Busu. In Stratford, the Federal Government owns and 
has leased to the Aveo Manufac turing ( ‘oO. a large plant fol the pro hue = 
tion of atreraft engines in that town The appraise value of the tax- 

ant is $83 million pl S, 


free Government property involved in that | 


or an amount more than $15 million greater than all the taxable 
property within the town as reflected in the grand list of 1952. So 
vou see what a lopsided situation has been created thet 
In othe r words, this one industry has a greater taxable val ie than 
the whole grand list of the whole town 

Chairman McCarruy. The town, I assume, has to furnish fir 
protection? 

Senator BusH. The town has to furnish all the protection and 
services, fire, police, public works, recreation, everything else, for 
this entire establishment, and all that it brings in there. But the 


establishment itself is Digger trom a tax standpomt than the whole 
town itself. Now, that is not just. It is to seek to deal with situations 
like that that | believe this bill was concelved That is the reason my 
name is on it and I am sure that is the reason why Senators Knowland 
and Taft are so much interested in the bill My statement here breaks 
that down to show vou how much of that is land and how much is 
buildings, and how much is personal property and so forth. If you 
want me to give those figures now [| will be olad to. ¢ hev will be in 
the record 
Chairman McCartuy. Whichever you pref 
Senator Busa. Whichever you prefer, Mr. Chairman. I don’t 
know what your time schedule its. 
Chairman McCarrny. I think it is an important bill. We have 
sufficient time. It might be a good idea to run over them briefly 
Senator Busan. Harry B. Flood, the town manager of Stratford, 
has asked me to include this statement into the record. 


This is his telegram: 


Request vou present to the commiitee the following a ra hngeur a 
affect the United States propert located in Stratford, ¢ I Land value 
$149,000; buildings, $13,271,000; personal property, $70 llior al $83,231,000 
These figures based on 70 percent basis of 100 percent pre t with deprecia 
tion. Present town of Stratford grand list 1952 total, $67,733,000 


So you have $83 million as against $67 million, with the industry 
being the big end of the thing. 


The town of Stratford has suffered manv vears from the loss of taxes from this 


large Federal-owned property, which has caused great distress to our communi 
because of the educational and other services required Located in rapid 
growing defense area, we need immediate financial tax relief from this Federal 
owned property. Urge committee give relief from is untair problem as it ail 


Stratford and other similar communities 


That is about the situation, Mr. Chairman, and that is typical of 
other communities. It is true, particularly up in Bloomfield, Conn 
and those are the two most aggravated situations we have, but there 
are others. I think there is a pressing need for this bill. Ina general 
way I feel very strongly that the Federal Government should not im- 
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pose itself in its operations on these communities without carrying its 
fair share of the burden It simply is not fair. 

Chairman McCarruy. The thought that occurs to me, Senator, is 
this: I can see a verv great need for at least certain aspects of this 
bill, and the tremendous hardship on a town such as you point out. 
In view of the fact that the Defense Department has not had an oppor- 
tunity to give this any detailed study and the Bureau of the Budget 


IS Hot in any position to Make any detailed recommendations, | believe 
hat is correct, | just wonder whether it is not almost impossible to 


try and put this through at this session 


Senator Buss. Senator, your judgment on that is certainly better 
than muy in) the li rht ol voul a peri nce here | cannot advise you 
on tha I can only tell you that I very much hope you will put it 
thre orl atl th S session, becaus | t in} there Is & pressing nee d for it. 


lt is hard for me to conceive what objections the Bureau of the Budget 


or the Defense Department would have for doing simple justice in this 
natte! That is all You just cannot impose thes heavy Federal 
nstallations on these communities and expect the towns to service 
them without recompenst 

Chairman McCartuy. When would this take effect, if it were 
passed al this session? 
Ir. Reynoups. It would be retroactive to June 30, 1953. That 
might be amended to make it effective January 1, 1954, in which case 
ulties might be twroned out Otber suggestions have been 
made, Mr. Chairman, to the effect that you might request, on behalf 
of this committee, that the new Commission on Intergovernmental 
Relations make a study into these problems and report back to the 
committee and to the Congress at the beginning of the next session, 
in order that we would then have available necessary technical infor- 
mation and recommendations on which the committee could act. 

Chairman McCartuy. Let me ask you this, Mr. Reynolds. Would 
there be any reason why, if this were passed at the opening of the next 
session, it could not be made effective the same date as though passed 
at tbis session? 

\Mir. Reynotps. My suggestion would be, Mr. Chairman, that if 
etion is delaved on this bill, and a bill is approved in January, the 
committee might add a new section making retroactive the provisions 
as relates to these extreme hardship cases such as Senator Bush has 
covered here, from a date that would be considered proper. These 
municipalities have provided many services that have created serious 
financial problems in some communities, and there is little doubt that 
they are entitled to some relief 

Chairman McCarrny. Such as fire protection and police protection. 

Mr. Walter, let me ask you this: You are here for Senator Taft. 
I know Senator Taft is very interested in this bill. I just wonder 
if the sensible thing to do here would not be to give the Defense Depart- 
ment and the Bureau of the Budget an opportunity to give this com- 
plete study and then it could be made effective the same date, I believe, 
retroactively as though it were passed at this session. I just think it 
is a bad way to legislate, for a committee in the closing days to take a 
bill of this importance and not let the various Government depart- 
ments suggest what they consider necessary amendments or changes 
in the bill. I may say I heartily agree with the purpose set forth by 
Senator Bush here. 
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STATEMENT OF PAUL W. WALTER, SOLICITOR, CUYAHOGA 
HEIGHTS, CLEVELAND, OHIO, AND SPEAKING FOR BROOK 
PARK, OHIO 


Mr. Waurer. Senator, if I may very briefly answer that proposi- 
tion, Senator Taft considered this very carefully when this issue was 
raised, and in the Congressional Record of May 6, 1953, at page 3752, 
he made this statement, which I would like to have in the record. He 


} 
Sala: 


Mr. President, I should like to make a brief statement as to why I offered my 
ame ndment to the committee amen iment. 


‘his is when they were talking about the committee considering 
S. 1514 authorizing a study of the entire tax question involving States 


and localities 


It was to cover the ease of Gov: ment plants which are m¢ 1 into var 
places where they are not subject to taxation. The property is thus taken off the 
tax rolls I feel that that subject has become of such an emergency nature that 
it ought not to be postponed for a year While the Commission studies it. I think 
the Commission o igh t to go about doing somethir at once I do ot see any 


reason for taking a full year to study the question. 


| 


So when that Commission was established to make that study, this 
problem was specifically taken out of the problems to be studied by 
that Commission, because Senator Taft intended to introduce this 
piece of legislation. The reason for urgency of this particular piece 
of legislation, and the reason that happened to bring it to Senator 
Taft’s interest, is this: 

I happen to be solicitor of the \ illage of ¢ Uy ahoga Heights, Ohio. 
We had suddenly presented to that village of S00 people, tl 
of the defense installation which has been estimated to run between 
$40 million to $60 million, on the present duplicate of $60 million, 
which will either duplicate by a hundred percent our present duplicate 
or pretty close to that. Our village will receive absolutely no benefits 
from that installation, but will have great burdens placed on it. The 
insurance rates will go up to virtually double what they are today. 
It will require an installation of additional police facilities, perhaps a 
hundred percent more than we have at the present time. The fire 
protection facilities required, because of the very nature of these giant 
forge presses, will be much greater than we ever contemplated in that 
village. Already, because of the contemplated traffic which this 
plant will bring, the county is contemplating a new bridge and new 
traffic approaches, which is a terrible burden on the county and this 
village for which there is no recompense, 

The attitude of the Air Force has been that it is up to the Congress 
to give relief. The Air Force is there to build the plant and get it 
working. ‘It is up to Congress to take care of this problem.” 

Because of the unique situation here, we held up the permit in that 
village to prevent this plant from being built. One reason we finally 
issued the permit was on the condition that we would get some kind 
of relief in this situation, and the Air Force would go forward with 
the building. 

Chairman McCarruy. May | interrupt for the benefit of Senator 
Mundt, who has been tied up in other committee work until now, 
and who has just arrived. 


1e problem 
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This is a b I, senator, which was intended to take care of a situation 
in which the Government acquires a plant, we will say, in a city such 

Stratford, Conn. The Government plant has a valuation which 
totals more than the valuation of the rest of the town. Thev furnish 
lire protection police protection, and other facilities 

Senator Busn. Educational facilities 

Chairman McCarryy Educational facilities for the children of 


those working in the plant Of course, the property is not on the 
tax rolls. Paul W. Walter, who is representing Senator Taft here, 
cives a situation out in Ohio which is alone the same lin Of course, 
there are a great number of cities which have that problem How ‘ver, 
the bull was just introduced on the 24th of July Che Defense 
By partment says they have not had a chance to study it [t affects 
the Defen Department verv greatly, of course. Thev asked us to 
old it off until Januant of next year 

Phe I eau of the Budget Says they have I) vce pl Lmunary studies 
for the Senators who have ntroduced the bill They are not ina 


position to Make any official recommendation 
\[v su estion to senator Bush and \lr \\ Iter here s that 


{ i 
and I \ ld like to have Senator Lie nnon in on this, too I think it 
W ild be the! a hasty Way Lo le visinte, to shoy this through, even 
thouch t looks like It is a Very necessary and important niece of 
legislation, without giving the various Government departments an 
opportunity to study it and request amendments which they think 
are necessary. I suggested to Mr. Walter and Senator Bush that 
ther no reason why we could not hold hearings on this during the 
recess, an have the etective date retroactive to the same date 
provi led ior in the bill | ean see whe re some of the towns would 
have a lot of difficulty in the meantime, maybe, financially Sut 


[ just doubt very much, Mr. Walter, if we could put through a bill as 
important as this without getting the departments’ detailed recom- 
mendations on it. 

J think Mr Reynolds, the chief of staff, makes a cood sugeestion, 
and that is that the new Commission which was set up to study the 
relationship between the State and kederal Government might want 
to study this and make their suggestions as to the legislation | just 
wanted to give you that background of what we have been doing 
here 

Senator Munpr. Thank you very much. 

Mr. Water. Senator, I think the main reason for urgency is that 
we have perhaps come to a point of a crisis. If we could have the 
Senate pass the bill at this session, and then have the agencies study 
the bill and report to the House committee so that in January when 
the House reconvenes it could take up these amendments, we at least 
would have gotten the bill to the point where we are getting some 
action on it. The problem is very intense, and I think that we will 
get action in January if we can get this step completed. 

There is no bill pending in the House; Congressman Bender from 
our district out in Ohio has been waiting for this bill to be prepared. 
May I say, again, that Senator Taft specifically had an amendment 
offered to the other Commission bill exempting this problem from that 
Commission study, because he felt it was urgent. I should like to add 
another thing, that the companies that benefit by these installations 
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are permitted to make profit on the whole operation The question 
of personal property can be considered in that light 

In the operation out there in the village, Aleoa, if it keeps the 
forgings and raw material in its own plant, on one side of the line, 
it is subject to personal property taxes in the village If it moves the 
material across the line, into the Government owned plant, then it 


comes off the personal property rolls of the village The very problem 
there is that the fire protection and the police to protect that property 
is just as great on one side of the line or the other. Until that property 


is actually fabricated into something that the United States Govern- 
ment gets actual title to, it is really the property of the contractor 
on which he is making a profit. Therefore, the imposition of personal 
property tax is justified. There is no provision in this bill for taxing 
any fabricated or completed property of Uncle Sam. It is only when 
the personal property 1s in process and on which the private con- 
tractor is making a profit 

Chairman McCarruy. Let me ask you this, Mr. Walter, if 1 may: 
You have had a great deal of experience in legislation, working with 
Senator Taft for a great number of years L.et’s assume that the 
committee did report this bill out. With the Congress adjourning 
very shortly, do you think there would be any possibility of the 
House taking the bill and holding hearings and passing it before the 
end of the session? 

Mr. WALT! R. | don’t know, because | felt we should vet one 
step completed and then move over to the other side. But it would 
be my feeling if we got it through the Senate, and if the House did not 
act at this time, we would have ample time to get reports from the 
Government departments and the estimates of cost and so on in time 


for the House to work on it in January. But I just hope that we can 
get this much progress completed. It will be reassuring to these 


villages and towns. The story that is told to them by the Defense 
Department is, “It is not our problem, it is up to Congress.” It is a 
buck-passing device. The Defense Department does not have the 
power to change the law. They do have specific right to install these 
installations. But I think it is most unfair to let the thine drift I 
think if we can get that much action, it will be one step farther and we 
will be months ahead. 

Senator Munpr. May I inquire, if this is such a matter of urgency, 
how did it happen that the bill was not introduced until July 24? 

Mr. Reynoups. Senator Taft, as was indicated in the record, asked 
me as clerk of the committee to assist him in getting this bill drafted 
by the Bureau of the Budget. It is a very complicated bill. They 
have been working on it for weeks. Mr. Labovitz has just testified 
that although they have completed the study, and they think it is a 
good bill, they do not know vet whether there are certain factors 
involved that might make it impractical of application, and might 
involve the Government in certain obligations that they did not intend. 
Of course, we would have ample opportunity to reconsider the matter 
in January if it were approved now, but, in all probability, there will 
not be sufficient time for the House to pass it 

Senator Munpr. Of course, I do not think it is a defensible legisla- 
tive practice in any committee to say ‘We will pass a bill, although 


87191—53-—4 
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we ado hot Know whether Lis good or not, but the Ho ise will dec | le 


wheth | tL 1s 


Mi Ri YNOLDS That is the view oO the Bureau of the Budget 


The authors of the bill and the staff of this committee are not sure 
as to what its actual implications | a Under these circumstances 
neither | nor the affected agencies feel that it is quite fair to ask the 


’ ’ iy 
committee to go ahead and approve | 1d then leave it to the rouse 


to pertect it 


Mr. Waurer. I think the other bill which was introduced by 


Senator Humphrey (S. 788),' which had a broader application, has 
been very carefully studied and the figures have been arrived at as 
to what it would cost approximately. I think the figure they esti- 


mated with the June 1950 date for qualifying 
in the neighborhood of $23 million a veai 

Senator BusH June 1950? ' 

Mr. Watrer. June 1950. And that was only for real estate, but 


plants was somewhere 


there would be some adjustments Jut | think there is no doubt 
that there has been careful consideration Civen to the whol , prob le ‘ms 
vear after year after year, and because of all the other ramification, 





eed in ». TRA auch ac faract lande and ~- . 


puages. £ personally think the bill is in good sha 1pe. However, 
if we were to report it out, and let’s say we authorized Senator 
Mundt to report the bill to the Senate, the first question he would 


be asked is what does the military say about it, what does the Bureau 





of the Budget Say, and what will it cost He would have to Say, 
‘We do not know, we have not had a chance to study it vet.” 
The bill would simply go over. No matter how important this 
Plece ol legislation IS, | think it would be a very bad Way of legislat- 
ing, to try to rush the bill through the Senate knowing the House 
will not pass it anyway Nothing would be gained. I think the 
bill should lay over. I can see the tremendous hardship on the 
various municipalities, but there is no reason why we cannot make 
this retroactive to the sam date provided in the bill now, even 


though we pass it next January 
Senator Lennon. Mr. Chairman, I personally know something 
lations in municipalities in my 
be perm It to make a 
sufficient explanation on the floor of the Senat« , li vou, the chairman, 
ed on to savy what the cht of the Depart- 


} 
ment of Defense or the Bureau of the Budget was on the question. 


+ +] t} f | 
nbout the impact of the detense mstal 


1 = = 1] 
own area Sut like vou, I think it would 


We would have to sav ‘We don’t know.’’ Moy vuess 1s that the bill 
1 so ] 4 4 
voul » OVE Certainly 1 am in sympathy with the suggestion 
tha is outlined i this bill. And while S. 788 seems to cover the 
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Situation pretti thoroughly, and it has been under general conan 
ation, apparently this bill has just been recently introduced It has 
been my observation in the short time I have been here that unless 


vou do have, if not the actual approval, certainly not the disapproval 
of the Department of Defense or the Budget Bureau, we are not 
voing to vet far with il | would like to sav to vou now, \ir Chair- 
man, and these other folks, that | look forward to supporting such 
a measure as this coming this January, because I do recognize the 
absolute need. I have personal knowledge of it 

Chairman McCarruy. I may say if we do not vote the bill out at 
this session, the sponsors have my personal assurance that if I am still 
chairman on Janus ary 1, this will be the first order of business 

Senator Busa. Mr. Chairman, may we also have your assurance 
that vou will give full consideration to the retroactive phase of this 
matter? That would go along way to help us with the postponement 

Chairman McC cen. My present thought is that the effective 
date as provided in this bill should be the effective date if — vhen it 





passed. That is my personal | thought. In other words, think i 
_ehanla ha tak niin wT nn ¢han wntom ¢henw |b row 
Chairman McC ry. sir; and I think they might have some 


suggested amendments to aoa The pean 1d ‘will not be tied 
down at all by their advice, except we should first get it before we act 

Senator Lennon. The inquiry I wo uk ; like to make ts, if, during the 
recess of Congress, the Department of fense and the Budget Bureau 

could be requested to furnish us and have available immediately upon 
the convening of Congress, information concerning this without having 
to wait after we reconvene. 

Chairman McCarruy. Their complete detailed opinion and sug- 
gested amendments have already been requested, but they have not 
had sufficient time to do that We will get those before the first of 

the vear. 

Senator Munpr. Mr. Chairman, I think that is a wise procedure 
because the realities of the situation are such that, number one, it 
could not conceivably pass both Houses of Congress, so nothing would 
be gained. Number two, it would bring it out in just this cursory 
hearing without an opportunity for the departments to testify 
Without their own reports, the chances are 99 out of 100 it would be 
defeated on the floor of the Senate and-it would be in a much worse 
position from the standpoint of small communities if no negative 


action were taken. Once the Senate has defeated even on the 


basis of a lack of information, they have committed themselves. I 
think you are much bet tte cr to let this thing come up in the customary 
manner with a full scale hearing where everybody can testify, and 
where they can arrive at a eit of minds, than to try to rush it 


through as a legislative abortion here and have the thine defeat 
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we ado hot KNOW whether it is good or not, bul the House will decide 
whether it is 

Mr. Reynoups. That is the view of the Bureau of the Budget. 
The authors of the bill and the staff of this committee are not sure 
as to what its actual implications are. Under these circumstances 
neither I nor the affected agencies feel that it 1s quite fair to ask the 
committee to go ahead and approve it and then leave it to the House 
to pertect it 

\ir. Watrer. I think the other bill which was introduced by 


Senator Humphrey (S. 788),' which hal 2 broader application, has 
been very carefully studied and the figures have been arrived at as 
to what it would cost approximately. I think the figure they esti- 


mated with the June 1950 date for qualifying plants was somewhere 
in the neighborhood of $23 million a yeat 

Senator Busu. June 1950? 

Mr. Wa.rer. June 1950, And that was only for real estate, but 
there would be some adjustments. But I think there is no doubt 
that there has been careful consideration eiven to the whole problems 
year after year after year, and because of all the other ramification, 
‘nvolved in S. 788, such as forest lands and other installations, this 
problem was taken out of that bill, and a special bill prepared so 
that the unique situation of industrial plants being operated profit- 
ably by the contractors, and putting the complete burden on the 
other taxpayers in these localities, could be quickly taken care of 
without waiting for all of these voluminous studies to go on. 

Chairman McCarruy. I know from Mr. Reynolds that the Sen- 
ators who introduced S. 2473 did try to draw the best bill they could. 
I know they had the assistance of our staff and the Bureau of the 
Budget. I personally think the bill is in good shape. However, 
if we were to report it out, and let’s say we authorized Senator 
Mundt to report the bill to the Senate, the first question he would 
be asked is what does the military say about it, what does the Bureau 


of the Budget Say, and what will it cost. He would have to Suy, 
‘We do not know, we have not had a chance to study it vet.” 
The bill would simply go over. No matter how important this 


piece of legislation is, | think it would be a very bad way of legislat- 
ing. to try to rush the bill through the Senate knowing the House 
will not pass it anyway Nothing would be gained. I think the 
bill should lay over. I can see the tremendous hardship on the 
various municipalities, but there is no reason why we cannot make 
this retroactive to the same date provided in the bill now, even 
though we pass it next January 

Senator Lennon. Mr. Chairman, I personally know something 
about the impact of the defense installations in municipalities in My 
own area. But like you, I think it would be difficult to make a 
sufficient « xplanation on the floor of the Senate, if vou, the chairman, 
or anv others. were called on to say what the position of the Depart- 
ment ol Le f¢ hse or the Bureau of the Budget was on the question. 


We would have to Say “We don’t know. My guess is that the bill 
vould go ov Certainly I am in sympathy with the suggestion 
that is outlined in this bill. And while 8S. 788 seems to cover the 
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situation pretty thoroughly, and it has been under general consider- 
ation, apparently this bill has just been recently introduced. It has 
been my observation tn the short time | have been here that unless 
vou do have, if not the actual approval, certainly not the disapproval 
of the Department of Defense or the Budget Bureau, we are not 
going to get far with it. I would like to sav to vou now, Mr. Chair- 
man, and these other folks, that I look forward to supporting such 
a measure as this coming this January, because I do recognize the 
absolute need. I have personal knowledge of it 

Chairman McCarruy. I may savy if we do not vote the bill out at 
this session, the — have my personal assurance that if I am still 
chairman on Janus ary 1, this will be the first order of business. 

Senator Busa. Mr. r ‘hairman, may we also have your assurance 
that you will give full consideration to the retroactive phase of this 
matter? That would go a long way to help us with the postponement 

Chairman McCarray. My present thought is that the effective 
date as provided in this bill should be the effective date if and when it 
passed. That is my personal thought. In other words, I think it 
should be retroactive to the date set in this bill. That is cert vintly 
any extreme hardship cases. 

Senator Busu. | thank the chairman for those assurances 

Senator Lennon. May I make an inquiry? 

Chairman McCarruy. Yes; but let me say this, first. I hope you 
understand my support is not conditioned upon the Defense Depart- 
ment’s support of the bill or the Bureau of the Budget’s support of it. 

Senator Busu. Yes, sir. You simply think that should be recorded 
and carefully heard and considered 

Chairman McCarruy. Yes, sir; and | think they might have some 
suggested amendments to consider. The committee will not be tied 
down at all by their advice, except we should first get it before we act. 

Senator LENNON. The inquiry I would like to make is, if, during the 
recess of Congress, the Department of Defense and the Budget Bureau 
could be requested to furnish us and have available immediately upon 
the convening of Congress, information concerning this without having 
to wait after we reconvene. 

Chairman McCarruy. Their complete detailed opinion and sug- 
gested amendments have already been requested, but they have not 
had sufficient time to do that. We will get those before the first of 
the vear. 

Senator Munptr. Mr. Chairman, | think that is a wise procedure, 
because the realities of the situation are such that, number one, it 
could not conceivably pass both Houses of Congress, so nothing would 
be gained. Number two, it would bring it out in just this cursory 
hearing without an opportunity for the departments to testify. 
Without their own reports, the chances are 99 out of 100 it would be 
defeated on the floor of the Senate and-it would & in a much worse 
position from the standpoint of small communities if no negative 
action were taken. Once the Senate has defeated it, even on the 
basis of a lack of information, they have committed themselves. | 
think you are much better off to let this thing come up in the customary 
manner with a full scale hearing where everybody can testify, and 
where they can arrive at a meeting of minds, than to try to rush it 
through as a legislative abortion here and have the thine defeated 
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' \I \\ [ sSennte \lundt | Avr’ \ it} Ou nna | think 
senate Bush and I thin that 1t would be very unwise to make a 
move eh might be defeated, which might be construed to adversely 
affect tl legislation 1 thi the overwhelming s vmpathy of the 
Con I Sto lve thi rely 

s ! \] D VW re re of | yroblen | have some 
( } { iatio nmyo s e of South Dakota But | would 

) a th hole pi ir volved he DV trving 


Senator Busu. Mr. Chairman, I wish to thank the committee for 

3 rtesvy and careful consideration of this matter this morning It 
] ve much appreciated 

Vir. Wavrer. May | join the Senator in that statement 

Chairman MeCartruy. Mav I thank the Senator for coming down. 
I want to compliment the Senators for introducing this. As I say, it 
will be the first order of business, if I am still chairman. and if not, J 
hope the new chairman will make it a first order of business 

\Ir. Wavrer. Thank vou, Senator 

Senator Buss. Thank you, Mr. chairman. I hope you will be 
chairman 

Chairman McCartruy. We have two other witnesses, Mr Hamilton 
and Mr. Marson 


STATEMENTS OF RANDY H. HAMILTON, DIRECTOR OF THE 
WASHINGTON OFFICE, AMERICAN MUNICIPAL ASSOCIATION ; 
AND HOMER MARSON, CHAIRMAN, BOARD OF ASSESSORS, 
DETROIT, MICH. 


‘ 


\ir. Hamitron. I am Randy H. Hamilton, the Washington office 
director of the American Municipal Association—the national associa- 
tion of municipalities—with nearly 12,000 member municipalities in 
44 States, including South Carolina, Wisconsin, and South Dakota. 
| will not at this time give a formal statement or testify as I would 
hav 

Chairman McCartuy. You may insert your full statement into 
the record 
\Ir. Hamilton’s prepared statement follows:) 


STATEMENT OF Ranpy H. Hamittron, Director oF WASHINGTON OFFICE, 
AMERICAN MUNICIPAL ASSOCIATION 


Mr. Chairman, I am Randy H. Hamilton, the Washington office director of the 
American Municipal Association—the national association of municipalities—witl 
nearly 12,000 member municipalities in 44 States 


The American Municipal Association supports the principles embodied in 8. 2437 
and we urge your immediate, favorable consideration of this bill so as to insure 
its enactment into law by the present se sion of the 838d Congress In our opinion, 
it will do more than any other single thing which the Congress has done in many 

ears to right some of the grievous wrongs which have arisen as a result of the 
exeniption from local taxation of Federal, industrial, and proprietary property. 

I} bi a concrete attempt to fulfill the pious promises and robust resolutions 

ocal government has had to be content with year after year * * * while 

action lagged. SS. 2473 represents positive action in the attempted solution to 

ne of the loeal government’s gravest problems. Tor that reason we not only 

upport the bill, but we commend the authors of the bill and the leadership of the 
Senate for sponsorship of it 

Kacl ear at the American Municipal Congress, which is the largest annual 

ither of municipal officials in America and which for local government is the 
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arise from a lack of funds to 1 ( ent I I vice Munic i 
revenue oblems have eC eal nere ( the rapid wt I be eral 
ownership of property both personal and re sue ywwnership renders the 
property tax exempt which mear that taxes local propert ywners must be 
raised to take care of the “free ride r the Federal Gov ent Some com- 
munities are in desperate circumstances because of defense activitie have 
caused their schools, their police, fire, wate healt! ind sey é to be 


swamped 
Payment of taxes, or payments in lieu of full taxes on all property taken off local 


} 1 +} 


tax rolls through Federal ownership is the only equitable way to spread the burden 


of Federal tax exemption evenly over the entire Natior It is unfair to requir 
local taxpayers, already heavily taxed by Federal, State, and local governme 
to pay even more taxes because the Federal Government has picked out their 
city as a place to take property off the tax rolls 

The principles embodied in S. 2473 are in accord with the recommendations of 
the Hoover Commission, the Rept lican Party platfort a e Democratie Party 
platform and with the statement of President Kisenhower in his special message 
to this Congress on intergove rnme tal reltations 

I understand that the committee staff has also received mmunieations suy 


porting th 
tion of Tax Administrators, the National Association of Assessing 
Unanimously, then, county and overnment in the United States 
requests favorable consideration of 


is bill from The National Association of Countv Officials, the edera- 


Officers 
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The American Municipal Association has been privileged to work with Senator 
Taft und the members of the committee staff on this matter We w ill, ot course, 
he Convre 
¢ oO € 


have Thank you your 


continue to make our resources available to t 

| shall try to answer any questions you may 
l sy this morning 

Mr. Hamitron. I would like to say on behalf of the municipalities 
of America we appreciate the pledge of the chairman to hear this 
matter early in January, and I would like to ask one question, which 
perhaps may best be answered by your staff. There is pending in the 
House a bill, H. R. 5605, which is a bill to provide that a piece of 


property which formerly was in a Government corporation, which paid 


taxes, such as the RFC, and then was transferred to let us say the 
Na ho in turn leases it to a private contractor, 4 1d no make 
ofit on that—H. R. 5605 provides that if that piece of property 


is at one time in taxable status, in a Government agency, and 


it Is still in produc tion and th , hearing broucht out that it Vas not 
applicable to property left vacant), then that should go on the tax 
roll as it has been for vears | would like Lo ask tl (Chairman 


whether or not his statements with reference to the bill under con- 
sideration this morning would prejudice the passage of H. R. 5605 


the Senate should it pass the House 


Chairman McCartruy. Do you know what the status is 

Mr. Hamitron. There have been hearings Mhe Defense Depart 
ment and Bureau have been heard. 

Mr. Reynoups. They have not reported it. 

Mr. Hamitron. The subcommittee has given a favorable report to 


uli committee. 


Mr. Reynoups. That bill is not before this committee. Che staff 
has kept track of it as a matter of interest in connection with the 
pending bill. But there, again, we do not know what the views of the 
Departments are, and the Bureau of the Budget, and it would have to 


be considered, of course, on its merits, after the views of the agencies 
are made available to the committee 


Chairman McCarruy. I may say I am in complete sympathy 


\ th the 1 pose of the bill as exp] Lined by you We certain.v will 
tention if it passes the House. 

Noni or] th tl lel t I don’t ha 
ain, might say, with the time element, con't how what 
yn the Senate will take. 

Mir. Haminron. The hearings in the House were quite extensive, 


running over 2 days, and the Departments did present their opinions 


and they are a matter of record. You see, this is quite an injustice, 
because there was something which paid taxes and suddenly it was 
removed, at no notice, incidentally, to the individual city from which 
the property was removed, 

Chairman McCarruy. Let me say this: If the House passes it, 
we will call a meeting of this committee to consider what action it will 
take 

Mr. Hamitron. I consider that eminently fair, and we thank you 
for it. 

Chairman McCarruy. You have filed your statement? 

Mr. Hamittron. Yes, sir. 

Mr. Marson. Mr. Chairman, I am from Detroit, and we represent 
a bit of this community which has been very much affected by this 
defense situation. We are so pleased that at last the Congress and 
Senate are recognizing this problem in coming to the front, because it 





PAYMENTS IN LIEU OF TAXES 27 


has had a tremendous impact on our State and ‘our city and the county 
of Wayne. We are very pl vased to hear that you are going to con 
sider it further in January. 

Thank you 

Chairman McCarruy. Thank you very much 

Discussion off the record, in executive session 

Chairman McCarruy. On the record. I may say that this com 


mittee session will end the calendar of business insofar as anything that 
is pending for the present session is concerned. We have had no 
requests from the sponsors of any ether legislation to have hearings 
on the legislation proposed, and which is still pending « n the ealendai 


If certain House bills come over, for instance H. R. 5605, then it may 
be necessary to call a meeting. Otherwise, that will end the business 
of the committee, I believe, for this session 

Whereupon, at 11:20 a. m., the committ vas adjourt 
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method for payments to States and lo ul taxh inits for detense ta ibles Ac I 
since that date with two exceptions; first, property owned or used by the At 
Energy Commission, and second, materials acquired, own 1 | { 
eral Government for its strategic and tical stockpile. section 4 of | 
consent to impose property taxes on 1 Federal propert pecified in that 
and section 5 sets forth authority for payments for any Federal properties not 
specified in section 4 ; mn 6 : Direct e Off of Defense 
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ized by the legislation It should be understood that the respor litv for certifv- 
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PAYMENTS IN LIEU OF TAXES 


DI LARATION Ol} POLICY 











c. 2. (a) Although the Fed is under no constitutional 
tion to pay taxes or to contri ’s or local governments an 
of taxes on account of by the Federal Government 

) eclare iat 1 he policy of the | ted States to avoid insofar 

\ e the impair nt of the finances of State and local governmer through 

uC 1] ‘ of real or certain tar le persor ul property by the Federal Gov- 
f or through requirements for State or local governmental services arising 
{ lederal ownership or use of real or certain tangible personal property) 
ials and emplovees of the Federal Government, in administering this Act 

be guided by the general objective of avoiding, insofar as feasible, inequities 


e one har 1 


n the taxpayers of particular State and local governments on th 
} 














and the taxpayers of the Federal Government on the other hand in the distribu- 
tion of tax burdens and governmental costs associated with the ownership or 
u {pn per vy the Federal Gov rnment., 
he ( ress declares ‘further that, in consideration of the general system 
of pa el hnerell provided, State and local governments will be expected, wher 
rec ted, to make available public services for Federal Government properties 
1 re lents thereor pon the same terms as are accord 1 to other propert 
DEFINITION 
Sy ed in this Act 
be ral’ or ‘Federal Government’’ means the United States of America 
and the Government thereof, including all its departments, agencies, boards, and 
commissions and all corporations subject now or hereafter to the provisio f 
ithe of the Government Corporation Control Aet December 6, 1945: ch 557, 
59 Stat. 597: 31 U. S. C. 846-852 
b) “Federal agenev’’, “owning ageney’’, or ‘‘Federal owning agen¢ ans 
il part of the Federal Government which has jurisdiction over or administers 
] leral real or tangible personal property. 
( ‘Federal property” or ‘‘Federal properties’? meat onlv Federal rea 
property and Federal tangible personal property as defined herein 





“Federal real property’? means real property the title to which is in th 


al Government and real property held in trust for individuals or groups of 
juals by the Federal Government, which, by reason of such trusteeship, is 
ed ) taxation by States and local governments. ‘‘Federal real property’’, 

all not include 


ibsurface mineral rights if title to the surface rights of the land is not 


also held bv the Federal Government 


w-rent housing projects acquired or held under 


\) section 202 (d) of the National Industrial Recovery Act of 1933 
June 16, 1933; ch. 90, title II, 48 Stat. 201; 40 U. S. C. 402 (d 

B) the Emergency Relief Appropriation Act of 1935 (April 8, 1935; 
ch. 48, 49 Stat. 115 

( the United States Housing Act of 1937 (September 1, 937: 
ch. 896, 50 Stat. 888), as amended and supplemented by the Housing 
Act of 1949 (July 15, 1949; ch. 338, 63 Stat. 413; 212 U.S. C. 1401-1423): 

1D) title II of the Act of June 28, 1940 (ch. 440, 54 Stat. 681), as 


amended October 26, 1942 (ch. 626, 56 Stat. 988; 42 U.S. C. 1521-1524), 


other than any project for the period during which such project is found 


by the President to be needed to house persons engaged in national 
defense activities; nor 

3) public-domain lands As used herein the term “public-domain lands” 

eans lands acquired from the Thirteen Original States or another country 

cession, purchase, or treaty during the period from 1781 to 1867 and which 


ver left Federal ownership; lands which have been made subject to public- 


ind laws by statute; lands in Federal ownership which were obtained by 
he Government in exchange for such lands or for timber on suc 


} 
is which have reverted to Federal ownership through operation of 









publ C- 

nd law r lands transferred for administration under public-land laws 
i herein, ‘public-domain lands”’ do not, however, include lar with- 

a nder Act of Congress or under the powers of the President from the 
ation of the public-land laws for use by a Federal agency to carry out 
activitv or responsibility of that ageney other than the administration, 
rement, and protection of the public-domain lands, or the resources on 
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(e Federal tangible personal property’? means tangible personal propert, 


I 
the title to which is in the Federal Government; but ‘‘Federal tangible personal 


l 


property” shall include only that tangible personal property owned by the Federal 
Government which, by reason of its attachment to real property, has a fixed 
location 

f ‘Aeq lire’? means to vest title in the Federal Government Dy purchase, 
exchange, condemnation, donation, devise, revestment 
(g) ‘Industrial’ refers to activities involving primarily, or to properties the 
ownership or use of which involves primarily, the processes of mining, manufac- 
ture, fabrication, repair, generation of elec al energy, transportation, storage, 
or any similar process of a type commonly ‘ied on by privat 

h Commercial” refers to activities involving primarily, or to properties the 
ownership or use of which involves primarily, th 


the ecommodi 


or bequest. 





e enterprise 
e sale or resale, rent, or lease of 


t} 


commodities or the sale of services when ties or services are of a 
type commonly provided by private enterpris 

(i) “State” and ‘States’? means the several States and Territcries of the 
United States of America. 

j Local government”’ means any county, city, municipality, or other politica 


subdivision or publie entity of any State having authority under State laws to 
levy and collect taxes upon real or tangible personal property or to levy and colle¢ 
special assessments upon real property. 

k Person’? means an individual, partnership, corporation, association, o1 
public or private organization of any character other than a Federal agence) 

1) Exeept in title 1V, ‘“‘tax’’ means a levy according to value upon real property 
or tangible personal property For purposes of title IV, ‘“‘tax’”’ shall not be 
limited to a levy on real property or tangible personal property 


(m) ‘Tax year’? means the year beginning with the tax assessment date or 


tax lien date, whichever establishes tax liability in the jurisdiction concerne 
In the event an assessment period is used by the taxing jurisdiction and no single 
assessment date or lien date fixing tax liability is determinable with respect to 
the property, then the first day of the assessment period shall be the beginning 
of the tax vear 

n) ‘“‘Average effective tax rate’? means the average nominal adjust 
to reflect the current average relationship of assessed valu value of 





property) 


(0) ‘Commission’? means the Commission established by subsection 50 i 


of this Act 
TITLE I—PAYMENTS ON TAX-EXEMPT PROPERTIES 


PAYMENTS ON CERTAIN PROPERTY SERVING NATIONAL INTERESTS 


Sec. 101. (a) Payments to State or local governments under this section are 
hereby authorized on account of Federal property used or held for activities which 
serve primarily national or broad regional interests and which activities do not 
serve primarily the local public. The provisions of this section shall not apply 
to 

(1 any property subject to the provisions ¢ f section 102, section 103 r 
title II of this Act except as provided in subsection 101 (c) herein; 


tired or constructed by the Federal Government 


2) any property ac . 
prior to January 1, 19—, unless the Federal Government, on or after January 
1, 19—, has made payments to the applicant State or local government of 
taxes or in lieu of taxes on such property or of any portion of the reve 
derived from such property or from its use or products; and 





(3) any real property (other than improvements constructed by th: 
Federal Government on or after January 1, 19 which has never been sub 


ject to taxes imposed by the applicant State or local government, unless the 
Federal Government, on or after January 1, 19—, has made payments to the 
applicant State or local government in lieu of taxes on such property or of any 


portion of the revenue derived from such property or from its use or products 


or unless the applicant government came into existence, through incorpora- 
tion or otherwise, after the effective date of this Act. 
Nothing in this section, except as provided in subsection (e), all be construed 
as altering the provisions of Federal statutes listed in subsection 508 (a) (2 
this Act which require r authorize the Federal Government to make pavn 
to State or local government \s long as ar Federal property continues to 
devote o th Ist ses for which payments are required or authorized under 
anv such Federal statute the property shall not be subject to the provisions f 


this section ¢ I an as provided in subsection (e 
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7) any other facts relevant to a fair determinat iccordance wit! 

the policies and principles of this Act Pri Lf hat the payment 

to any local government shall be ) greater at nt than w ynistitute a 

reasonable contribution by the Federal Gover ent to the s ipport of ar 

adequate level of local government services 

c) In the case of any property which prior t the ffective date of this Aet 
was subject to State or local taxation under the provisions of any statute or porti 

therant ranealed hy this Aet and is nat subieet. to taxation under tithe IL of this 

OF 


rents 
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(wp one wrgenv wencrency Appropriation Act or 1Y4l (Maren 1, 194] 
ch. 9, 55 Stat. 14 
D) the Additional Ureer Deficieney Appropriatio! Act of 194] 
May 24, 1941; ch. 132, 55 Stat. 198 
| the Third Su nental National Defer Appropriation Act ¢ 
1942 (December 17, 1: ch. 591. 55 Stat. 810): a 
F) title II of the Aect of June 28, 1940 (el 140, 54 Stat. 6SI as 
amended October 26, 1942 (ch. 626, 56 Stat. 988; 42 U.S. C. 1521-1524 
during the period that st ( ! f 1 bv ft P lent to be 
needed to house persons e Lin itional def ~ 1 
b) Annual payments shall b : a ipplicant State « cal govert 
on account of real property included under tl sectior Such payn Ss 
approximate the taxes that would be paid to the applicant government upon sucel 
property if it were not exe! ip fron ixati il ( » deductior 0 allow f 
the provision by the Federal Gx I t ‘ Ser lina re led 
the State or local government The amou of a deductior ull | 
based upo1 the unit eost to the Stat loea oC eT for render le¢ 


services 
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7) any other facts relevant to a fair determinat iccordance wi 

the policies and principles of this Act: Pr ed. howe That the payment 

to any local government shal! be no greater amount than will constitute a 

reasonable contribution by the Federal Gover ent to tl support of an 
adequate level of local government service 

c) In the case of any property which prior to the ffective date of this Aet 

was subject to State or local taxation under the provisions of a1 tatute or portior 

thereof repealed by this Act, and is not subject to taxatior nder title IT of this 

Act as property acquired in connection with loans or contracts of insurance 01 

guaranty, or as property nder lease or conditional-sale ontract ta payments 

under the provisions of subsection 201 (b) of this Act may be substituted for any 

payments provided in subsection (b) of th sectio if it is determined b the 

owning agency and cone red i by the Commission that the po f this Act 





will be better served thereby 
dad) This section shall not extend. in the ease of the Tennessee Valley Authorit' 
to power properties trie 





luding the portion of multipurpose properties allocated 
to power purposes which are owned by or in the custody of the Authorit 
The Authority shall continue to make payments to States and local governments 
on account of its power properties and as a charge against its power operations ir 
accordance with section 13 of the Tennessee Valley Authority Act of 1933 (May 
18, 1933; ch. 32, 48 Stat. 66), as amended by section 39 of the Act of June 26 
1940 (ch. 432, 54 Stat. 626: 16 U. S. C. 831 (1)), and payments which mav be 
required hereunder on account of nonpower properties sh 
payments required by section 13 of the Tennessee Valley Authority Act, as 
amended. 

(e) Any payments under this section to the State or local governments of 








Arizona and Nevada in connection with those properties which are included in 
the ‘project’? as defined in the Boulder Canyon Project Adjustment Act (July 
19, 1940: ch. 643, 54 Stat. 775; 43 U. S. C. 618), shall be deducted from the 
amount otherwise pavable to each of these States under subsection 2 (ec) of that 
Act 
PAYMENTS ON HOUSING PROPERTIES 

Sec. 102. (a) Payments to State and local governments in lieu of taxes on the 
following real properties owned by the F¢ leral Government for ¢e rtall hous y 
purposes including housing constructed under the following laws transferred to 
Fede ral agencies other thar the Housing and Home | nance Agency are her by 
authorized 

1) Resettlement and rehabilitation projects constructed under 


A) the National Industrial Recovery Act of 1933 (June 16, 1933 
ch. 90, title II, see. 208, 48 Stat. 405; 40 U.S. C. 408): and 


(B) the Emergency Relief Appropriation Act of 1935 (April 8, 1935 
ch. 48; 49 Stat. 115); and 
(2) Housing under 
A) the Second Supplemental National Defense Appropriation Act 
of 1941 (September 9, 1940; ch. 717, 54 Stat. 872 
B) the National Defense Housing Act of 1940 (October 14, 1940 
ch. 861, 54 Stat. 1125), as ar led (42 U.S. ( 521 et seq 


( the Urgent Deficiency Appropriation Act of 1941 \i are 1. 194] 











May 24, 1941 cl 132, 55 Stat 108 
| the Thi Supplen il Na mal Defer App itior AC ( 
1942 Decembe r 17, 1941 el 591 55 Stat. S10 al 
(F) title II of the Act of June 28, 1940 (ch. 440, 54 Sta 
amended October 26, 1942 (ch. 626, 56 Stat. 988: 42 U_S. ¢ 155 
during the period that such housing found | the P 
needed to house persons engaged in nat nai defense acti es 
b) Annual payments shall be made to any applicant State or local governn 
on account of real property included under tl sectio1 Such payments s 
approximate the taxes that would be paid to the applicant government upon suel 
property if it were not exempt from taxation, subject to deductions to allow f 
the provision by the Federal Govern: t of ar linarily provided 
the State or local government The amount of a such deduction shall be 
based upon the unit cost to the State or local gover ent for rendering like 


services. 
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EXEMPTIONS 


























Sec. 103. The follow ederal properties, including sites and improvements, 
shall be exempt from any payments under this title except as provided in section 
104 of this Act 

a) Anv property used or held primarily for purposes for which property under 
private « ership would be exempt from taxat nder the constitution or laws 
ot the State of locatior 

| Any property used or held primarily for services to the local public, includ- 
ing but not limited to the followi: types of properties: Courthouses; pest offices 
und property incidental to local postal operatior weather stations and observa- 
tion post ussav offices: loeal irrigation projects initation projects; federally 
owned airports maintained and operated by the Civil Aeronautics Administr: 
tio ind a DI ertv used for expe ental. testn or research purposes, such 
is a pilot int, experimental farm, testi tation, or laboratory; if the activities 
issociated herewith s« primar! the local publi 

( \ property ust ( held fe i f-utill oO projects, the national forests, 
national parks and monuments and related activities, and fish and wildlife refuges 

1) Office buildings other than those which are incidental to or an integral part 
of the properties classified under the preceding sections of this title and under title 
Il of this Act, prisons, r ries, detention farms, hospitals, dispensaries, out- 
patient ¢ ( home f ved, initaria, Quarantine stations, cemeteries, 
Coast Guard aids to navigation, Civil Aeronautics Administration aids to air navi- 
ration, beacons, facilities used in the police and reg tlatorv functions of the Federal 
Gove ment ott those which are incidental to or an integral part of the 
propert classi der the preceding sections of this title and under title II 
of this Act, and ‘deral tangible personal property used primarily in connec- 
tion with Federal real property that not subjeet to payments under this title 

I NSITION PAYMENTS 

Sec. 104 a ransition payments under this section shall be made upon prop- 
erties classified under subsectio1 ec) and (d) of section 103 of this Act, if, on or 
ufter January 1, 19 such propert have been acquired by the Federal Govern- 

t and thereby removed from taxable owne hip. or if such properties have 
since that date, and while in Federal ownership, been subject to payment of taxes, 
pa ent eu of taxes, or payments of a mn of the revenue derived from 
the ( mdducts o ich propert o the vr local government within the 

boundarie f 1 ropert situated: Provided, however, That 
ere shall 1 be subject to the pro ons of t ection (1) any properties which 


are managed or administered by a Svate or local government and which if owned by 




















ch State or local government would be exempt from taxation, and (2) any prop- 
‘ vould be exemnp ler ibsect ior a) or (b) of section 103 of this Act 

e al ee if subsectioi ( i i that ctlol 

I avine shall be made « properties incl ided in this section as follows 
( se of propert ch immediately prior to Federal acquisition 
ver taxable ownership, payments for ea yf the first two tax vears follow- 
Federal acqu ( hall be approximately eq to the average annual 
( f any, char ia ( rope! for the last two years in which 
a taxable owner! ; for each of the next two vears, payments shall be 
SO per centum of this amount; for ea of the next two years, 60 per cenium; 
f i rf ( eX vo year 10 per centum; for each of the next two years, 
20 per centum; and thereafter no further payments shall be made. If taxes 
ive been paid on any property under this section for the tax year in which 
ae sition takes place, this payment of taxes shall be in lieu of the first annual 
pavine Inder t sectior and shall be averaged with the taxes 
uid for the preceding veat letermining the amounts of subsequent pay- 
In the case of pr inder this which were acquired 
Federal ( rnment on or after January 1, 19 but before the first 
1aV for ng apt cat nder 505 of this Act pavments shall be 
ade in accordance he percentage schedule in this paragraph for the 
r {remaining until ten vears sha ave passed since such change in owner- 
of the propert after which no further payments shall be made under 
ction; and, in measuring the ten-year period to which the percentage 
edule shall ay vy, each tax year which has elapsed since Federal acquisition 
‘ ‘ ) r \ A 1 } CoO ’ ead 

2) In the ease of properties which, prior to being placed in a use which 
ead to Clr Classifica ) inder subsection (ce) or (d) of section 103 of 
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this Act, were subject to payments by the Federal Government of taxes, 
payments in lieu of taxes, or payments to the State or local government of 
any portion of the revenue derived from the use or products of such properties, 
the payment under this section for each of the first two tax years after the 
property becomes ineligible for payments under any other authority shall be 
approximately equal to the average annual payment made upon such property 
during the preceding two years. For 
shall be 80 per centum of this amount; for each of the next 
centum; for each of the next two vears, 40 per centum: for 


each of ne next t oO 


two years, 20 per centum; and thereafter no further payment 
In the case of properties inder this paragraph which yn OF 
19—, but before the first day for fil application under s¢ 
Act, were transferred from a use in which payments by the 


ment to State or local governments were authorized payme! 











in accordance with the percentage schedule in this paragraph for the period 
remaining until ten years shall have passed since such change in the use of 
the property, after which no further yments shall be ade under this se 


tion; and, In measuring the ten-vear period to which the percentag schedule 

shall apply, each tax year which has elapsed since the change in the use of the 
property shall be counted. 

c) In determining the amount of payments under this section, consideration 

shall also be given to any payments made to the State or local government under 

the provisions of any Federal statute which requires or authorizes the Federal 





Government to pay any portion of the revenue derived from the use o products 
of such property. Any payment otherwise due under this section for any taxable 
year shall be reduced by the amount of any payment made under any such reve- 
nue-sharing arrangement in the twelve months preceding the date on which pay- 
ments under this section are due Nothing in this title except as provided in 


subsection 101 (e) shall be construed as altering in anv way the provisions of those 
Federal statutes listed in subsection 508 (a) (2) of this Act which require or au- 
thorize the Federal Government to pay any portion of the revenue derived from 
the use or products of property included in this section or section 103 herein. 


TITLE II—CONSENT TO STATE AND LOCAL TAXATION 


TAXATION OF PROPERTY ACQUIRED IN CONNECTION WITH LOANS OR CONTRACTS OIF 
INSURANCE OR GUARANTY 


Sec. 201. (a) Consent is hereby granted to any State or local governme oO 
tax Federal property acquired to protect the financial interest of the Federal 














Government in connection with loans or contra of insurance or guaral Ly, 
vhile held pending disposition or until put to permanent use by the Federe] 
Government When such property is put to permanent use by the Federal 
Government, the classification of the property as specified in this Act shall be 
controlling as to any payments with respect to such property. The provisions cf 
this section shall also apply to any property for which tax payments are to be 
made pursuant to the authority given in subsection 101 (c) of this Act 

b) The property included under this section may be taxed to the ss ex 
and in the same manner according to its value as if it were privately owned, and 
any such tax shall be based upon an ass« t valuatic Lor represent 
a larger percentage of true value than is used by assessing authorities in valuing 
property generally for tax purposes within the taxi ITISdictior Prov 
however, That, in the case of any property acquired by the Federal Governme1 
protect its financial interest in connection with loans or co \ irance ¢ 
guaranty, any special tax treatment accorded to other similar pre hall be 
applied to such property held by the Federal Government Che Federal ( 
ment shall not be subject to penalties or penalty interest nor shall its property b 
subject to any lien, foreclosure, or other proceedings because of its nonpay 
or failure to make timely payment of taxes; nor shall subsequent owners be liable 
therefor: Provided, however, That this shall not preclude the pav1 of penalties 
or penalty interest when the Federal owning agen letermines that such pay 


ment is in the interest of the Federal Gove 


TAXATION OF PROPERTY UNDER LEASE OR CONDITIONAL-SALE CONTRACTS 


Sec. 202. (a) Consent is hereby granted to anv State or local government to 
tax to the Federal Government Federal propert which is ed or sold by con 
ditional sale to taxable persons and is not otherwise subject to State or local taxa- 
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or rai interest In propert ncluded under thi ection mav be ta i 
e extent and in the sam lanner according to its value as like private 
{ propert , e Federal Government hall not be subject to penaltic or 
re nor s} proper lien, foreclosure, or other 
ed because « I pa make timely payment of 
YT ‘ ‘ ent owne bye ovided, howev¢ That 
! lude tl AYMer! T per interest when the Federa 
1 j letermine that ich payment is in the interest of the Feder: 
a I 
Drovislo! of tl Is ection hall not appl to Federal properties u 1 
i in WwW the amounts received b the Federal Government a 
{ th State or local governments under provisions of laws listed in subse 
ON (a 2) of this Act nor to housing properties covered by section 102 of 
\ 


TITLE II--CONSENT TO SPECIAL ASSESSMENTS 


PROPERTY SUBJECT TO SPECIAI ASSESSMENTS 























30) i Consent is hereby granted to anv State or local government to 
special asse ent or local improvements against federal real property i 
( ar er aS against real property privately owned In such jurisdiction 
¢ Chat in the undertaking of any local improve’nent project by 
te or local government, the teder Government shall have the same rights 
ry eces In approving rejecting, or contesting s ich pre ject or nent 
e accorded to owners of private property ind provided further t] 
hereby granted shall extend on to special asse nents for local improve 
i rized after the effective date of this Act and to special ¢ ssments 
fir at the time of acquisition against Federal real property acquired 
e ctive date « n Act 
the Federal Government shall be exesnpt from any special assessment on 
1 ed to ust exe pt when unde r private ownership in the 
' the ( ent 
| ler (iovert iil not be subject to per ties or penalty inter 
propert be subject to anv len foreclosure, or othe proceeding 
( t I pavment or failure t make timely payin ent of special asse 
ror Ca provements, nor shall subsequent owners be liable therefo 
| t] ha preclude the payment of interest charged 
Sse ( aid nsta ents over a period authorized by State or 
i r the payment of penalties or penalty interest when the Federa 
letermines that such payment is in the interest of the Federa 


EK I\ PAYMENTS TO LOCAL GOVERNMENTS NOT OTHERWISE 
COMPENSATED FOR SUBSTANTIAL FINANCIAL BURDENS 














HO} » J BLISH SUPPLEMENTARY SYSTEM OF PAYMENTS 
: ( ni } by authorized, when and i t de 
tal f it i te f¢ i1iding those local gove ents 
bed Grove \ Vederal agence has placed a 
! | for ca ove ental ices to ‘edera 
I lera pert Y » persons emploved o edera 
eft I ) ich | 1t provided thro h pa 
c ' ( iro | ¢ or the prov O 
er ar er iv riigit { of a local government for payment 
( i t depend upon the location of the Federal property, ithi 
i oundarie of the oO i government nor up the date whe the 
red e I Covert ey 
i Oo re itl 3 Ww cl i be is 1 by the Commission unde 
wrenclie may ike payments to eligible local gover: ents 
itio hall provid t, in determi g whether an applicant 
vert ent 1s el ible or payimnel under thi titie Tor any ve ir, the Ownll 
hall determine that the applic int local government is making a reasonabl 
I ind is exercisi due diligence in availing itsel Federa te, and 
I 1 il assistance but inable to secure iffic t 
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that, in determining the amount of any payment under this title, consideration 
shall be given to the following factors to the extent that each is pertinent, and 
such regulations shall specify or reeommend the relative weights to be ] 


1) The additional expenditures, if any, by the applicant 
necessary tor providing services to the Federal Government, to persons liv 
on Federal property, or to persons employed on Federal property 

2) The provision by the Federal Government of at 
provided by the applicant local government as measure 
the applicant local government for rendering like servi 


3) Any other payments, including taxes, payments in lieu of taxes, grants 





in-aid, or shared revenues, made by the Federal Government to the a 
local government or to the State tor the applicant local government, or sucl 
payments made to a State which are distributed to an applicant local 
government as State aid 

t) The estimated amount of taxes paid to the applicant local govert 
ment 

A) by persons living on Federal property, 
Federal property, and 

(C) for or in connection with any property, trade, business, occupation, 
or transaction on Federal property, whether paid to the applicant local 
government directly or indirectly, including estimates of such taxes paid to 





(B) by persons employed on 


the State or another governmental authority and made available to the 
applicant local government through State aid or otherwise 

5) Any other facts relevant to the effectuation of the policies and 
principles of this Act 


TITLE V—GENERAL PROVISIONS 


)MMISSION FOR PAYMENTS TO STATE AND LOCAL GOVERNMENTS ON FEDERAL REAI 
PROPERTY 

Sec. 501 (a For the purpose of promoting the policies and purposes of this 

Act through a uniform interpretation and application of its provisions with respect 


o each Federal owning ageney, there is hereby established a Commission for 
Payments to State and Local Governments on Federal Real Propert The 
Commission shall be composed of the Director of the Bureau of the Budget, who 
shall act as its Chairman, and of the Secretary of the Treasury and the Adminis- 
trator of General Services or any alternate or representative lesignated by any 

f them In ca 





rrving out its functions the Commission 


1) shall promulgate any necessary regulations and 1 s to govern the 
performance of the functions vested in the owning agencies by tl Act 

(2) shall prescribe forms for original and renewal applications to be filed 
by State or local governments in requesting payments under this Act 


3) shall prescribe reports to be made to the Commission by the Federa 
owning agencies with respect to Federal real and tangible personal property 
under their jurisdiction and the determinations and payments made by them 
under this Act 


1) may review the determinations of the owning agencies with respect to 















the classification of their properties and the amount of payments thereon 
inder this Act insofar as it deems necessary, and may consult wit! and 
advise the owning agencies with the object of promoting uniformity among 
Federal agencies in the application of the provisions of his Act: and 

5) mav make investigations of the problems involved in the administra 
tion of this Act and the manner in which it is administered by the owr 
agencies, and arrange with other agencies to obtain basic data to aid the 
administration of this Act. 

b) The Commission shall submi o the President a report the 
paviments made under this Act to St: or ents, t er with sucl 
supporting data 1 appraising the eration ol f 
Act Not later da ot t A e ( l ‘ 
shall submit to the he ¢ gy? a rey oO! era 
tions under this Act cl her data, information, and recommendations as 
iavV be pertinent to pF l 

c) The Commission shal point a Director Os erfor} h duties a 
the Commission shall prescribe, al d who shall receive cor pe a n at tl rate 
f $15,000 a year Subject to the civil-service laws and the Classification Act of 


1949 (October 28. 1949: ch 782, 63 Stat. 954: 5 | s. ¢ 107 1—2007 the Director 
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( I ) 
' ‘ ! a mat ul pavine | e pre 
8 I eI\ It \ ra ta eal ipplica DI is | n 
f he f of es or loeal ( ent 1 later tha \ 
i( il I ( ~ i 
DETERMINATIO METHOD OF Y Mi 
l} \ i il ( pa i oO ( i 
are . { i ! my? ( I are é ) 1 ry 
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bid llat ( r at he federa whit wencl n ne 
let 1 i pa ‘ 1 respect to such application yt the 
( i ear t I e payinents app nless § te is 
( v for the p ( if ( evied by the State o ca ove ent. in 
( ‘ he Federal o ig V Shall make it letermination and payment 
{ that date Phe di ination by the Federal owning age y shall 
1 i Pa ent shall be made by such owning agence to the officer a horized 
t iv ( aXe on re ropert Lor uct if ( { mr te h other 
! Lore va a e |} led State la and an ch paymet ill 
( é e applica ( ( ,othing in this Acts! ( ns 1e¢ 
Paym« ler this Ac 1y be made from any funds appropriated o 
‘ i } to t yw agency for the ipport of its activiti and 
I i or settlement by the General Accounting Offies und shall be 
in appropriation current at the time the tax vear begins or at the time 
( 11 Asses r tis received \ overpavment bD a owV Ing agency 
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for anv tax year shall be offset against the pa s otherwise due the same 
State or local government in subsequ { eal cast +] . 
overpayment shall be charged to the appropriat prop ul able wl 
pavments for the subsequent vears and credited to 1 ellaneous receipt f the 











othe ¢ ‘ 1 i ‘ | i 1 i ul 1 
208 shall be paid until the end i ta \ ( ‘ 
( ( s Act 
d) Special asse ents nder title III « Act be iyable a 
el ctive iate ot thi ACT 
( ( late or ( uy ut i I L\ 
of this Act shall be fixed bv the Comn in a egula i 
under at tit 
AUTHORI I PI Ri 
e are hereby authorized be appropriated i ‘ 
ne he Con yn and BK ul 
the proy ) ot t 
EXEMPTION FROM L.DMINISTI IV} I 
SI 507 \ fu ) ! or ed 1, \ ; 
operation ot the Administra P ire A ) 241, 60 Sta 
237),asa ed (5 U.S. C. 1001-10 exretr stn4 ‘ ean 
oO Act (60 Stat. 238: 5 U.S. ¢ 002 
REPEAI PROVISI 
Sec. 508 i \ AY pa \ } ip Z 
oft this ] wr erepea i t< ( ( i I r 
United State ( ve ent I i f i i r) { ! 
Federa rea ropert or | ie! ta pe 1 pr { i 
COVE ‘ or t he ( } 
or spe 1] assessine . ra orl i \ 
this paragrap the er Ie il rea I ( t ; 
propert State und oca ve shall have the i A 
rather than those give ( the Ac epealed | | ull apy 
to b not be | LU 1 to t ) ~ 
Sectior 0 of the Act Julvw 22, 1937 ( 517, t [\ 0 sta 53 i 
amended by sectior 3 of the Act \ l t+, 1946 %64, 6U Stat U6 
7 I ms. 4 1024 a, | 
Section 12 (a f the Act of January 31, 1934 (48 Sta 347 2 G.-B4 
1020 
Section 210 of the Act of July 17, 1916 (eh. 245), as add ection 2 ol 
the Act of Mare } ch. 252, 42 Sta 1459; 12 \ 54% I 
Section 63 of the il Far Core Act of 19 Jur ( YS 
title VI, 48 Stat. 2 U. 8. C. 1138 
Section 4 (ce) of the Home Owners’ Loan Act of 1933 (J 1953; ch. 64, 
18 Stat. 130), as amended by the Act of October 24, 1942 ( 62 6 Stat 
986: 12 | Ss. ( 1463 (e 
Section 7 of the Natio Hous Ac J e 27. 1934 847 is added 
bv section 7 of the Act of June 28, 1941 ( 261, 55 Stat. 365; 12 U. S. ¢ 
1706 
Section 208 of the National Ho ng Act (June 27, 1934 847, 48 Stat 
1252: 12 1 s. 1714 
Section 304 of the National H ng Act (June 27, 1934 847,488 
1254), as amended by section 1 of the Act of Ju 1, 1948 (84, 62 Sta 
1208; 12 U.S. C. 1719 
Section 402 (e) of the National Housing Ac J e 27, 1934 8417. 48 Sta 


1257; 12 U. 8. C. 1725 
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ection 606 of the Nat 


ynal Housing Let (June 27, 1934 ch. S47, title V] 
1dded by the \ct ot \Iare 123, 194] ch. 3] see, | 05 Stat. 61: 12 U ss. ( 


Section 711 of the National Housing Act (June 27, 1934 ch 847, title VII), 
aS added by section 401 of the Act of \ugust 10, 1948 (eh 832, title IV, 62 
Stat. 1281: 12 U.S ¢ 1747 

Se n 8070 National Housino \ct (June 27, 1934: ch 847, title VITT 
is added Dv section 1 of the \ct of August 8. 1949 ch. 403, 63 Stat. 576: 
ee | S ( L748 

Se LO of e Act of Ja iy 22, 1932 (ch. 8, 47 Stat. 9 , 8 amended 
b ( l of the Act of June 30 1947 (ch. 166, title I. 6] Stat. 202), and 
ection 5 of the Act of May 25, 1948 (62 Stat. 265 15 U.S. C. 607 

Sectic 5 of \ct of March 8. 1938 ch. 44, 52 Stat. 108: 15 U. Ss ¢ 
713a—5 

Section 5 of t} Act of May 27 1937 (ch. 269 


, as added March 10, 1943 
ch. 14. sec > (a). (b Cc), O¢ Stat. 19: 16 U8 4 S35ce—] 
section 509 of the Servicemen’s Re adjustment Aet of 1944 (J ine 22 
Cn, 208, title IT] 


22, 1944 
as added Dec, mber 28, 1945 ch. 588 see. 8. 59 Stat. 631; 
38 U.S. ( 694j (a 6 





36 (ch SOS, 49 Stat 2036: 40 T S.C 


S on 9 of the National Defense Hou Ing Act of 1940 October 14, 1940: 
S62, title TIL. 54 Stat. 1127 renumbered 


ection 306 and ame nded 
ch. 260, 55 Stat. 363 


i by 
\ct of June 28. 194] 


section 8S of the 
anuary 21, 1942 (ch. 14 v0 Stat. 12); and section 3 (a of the Act of 
VU, 1942 (ch. 239. 56 Stat. 212: 492 | S. ©. 1546 
Q 9 (b) of the A ec Energy Act of 1946 (August 1. 1946 ch. 724, 
60 Stat. 76 12 U. S. GC. 1809 (bh 
Sectio ; of the A of June 3, 1924 (e¢} <43, 43 Stat. 361-49 Us ( 
L53f 
5 on 106 3) of the Hou ing Act of 1949 July 15S 1949: @} 338, 
title | 63 Stat. 418 12 | Ss. ( 1456 (e 3 and 
SeEETIO 210 (a 9) of t+} 


e Federal Propert, and \dministrative Service 
June 30, 1949 { r 


es 
CI 288), added by SPCTION 9 of the (ct of septen 
per 5, 1950 (ch. 849, 64 Stat. 580-41 Ss 239a (9 . 

2 Paragrap! 1) of thi ibsectior all not appl O the provisions of t} 
Act of S mber 23. 1950 h. 995 64 Stat 967 920) I =. ¢ 25] 280), or the 
A if Sey her 30. 1950 1124, 64 Stat. 1100: 20 Tr © « 236-244 except 
iS pro ed sub on (b) of this sectio) nor to the following (cts or parts of 
A ot 

s >of the Ba ead-Jones Far Tenant A¢ July 22, 1937: ec] 917, 
e IIT, 50 Sta 26; 7 U.S. C. 1019 
\ f May 23, 1908 Nn. 192, 35 Stat. 260 J 10, 1914 (ch. 13] 38 
it. 441); September 21. 1944 () 112, title I] tion 212, 58 Stat. 737 
\ 24 O50 h. O97 17 (} 64 Stat Si 16 | s. ¢ 200 
f tl Act of Jun 22, 1948 (ch. 592 62 Stat. 570: 16 17 s ( 
s 101 of e Ac June 15, 193 h. 26] itle IV, 49 Sta ISS 
( T ~ 7 “ 
x 7 of the Act of June 10, 1920 (ch, 285. 4] Stat. 1072); seetion 208 
\ct of August 26, 1925 (¢) OS7, title IT, 49 Stat $45; 16 U.S.C. 819 
section 13 of the Tennesse, Valley Authority A¢ of 1933 (May 18. 1933 
7, 48 Stat. 66). a amended by se, tion 39 of t} Act of June 26, 1940 
4 t Stat. 626: 16 U.S ¢ S311 
1 Augu (, 1947 (e} 913, 61 Stat 314-30 U.8 C 305 
section 7 of the Act of \ugust 18, 1941 (¢} 377, 55 Stat. 650). a amended 
DV section 5 of the Flo d Control Act of 1946 (July 24, 1946: eh 996 60 Stat 
642; 33 U.S. C. 701¢ 3 
sect 2 of the Boulder Canyoy Project Adjustment Aet July 19, 1940: 

DN. 643, 54 Stat ‘io; 43 1 Ss. ( 6184 ( 

Sections 6 Ll of the Alaska Game Law January 13, 1925: ch io, 13 Stat 
39); Act of July 1, 1943) ch. 183 57 


( Stat. 310: 48 U.S Cc 199K); 

Section 36 of th Trading With the Enemy Act of 1917 October 6, 1917 
106 » as added by i Act of December IS 194] } 

tle IT] , as added } 


ch. 593. 
August 8, 1946 (ch. S78, 60 
209;60 U.S Cc 


section 305 of the 


y section 1 of the Act of 
\pp. 36 
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Section 5 of the Act of March 3, 1921 (ch. 120, 41 Stat 1250 and 


oi 


Sections 6, 24 of the Act of June 20, 1910 h. 310, 36 Sta 962, 573 
b) Section 2 of the Act of September 30, 1950 (ch. 1124, 64 Sta 1101 0) 
U. 8S. C. 237), is hereby repealed, and iten 1) of subsection 3 (g f that Aet 
64 Stat. 1104: 20 U.S. C. 288 (2 is amended to re¢ lias follows L) su amount 
as he determines such ageney derived and had aveilable in such year for curre! 
expenditures fron payments In lieu Of taxes, and any other payment made with 
respect to Federal property pursuant to anv law of the nited State other th 


this Act 


Sec. 509. If anv provision of this Act, or the application thereof to any person 


or circumstance, is held invalid, the remainder of this Act, and the applicatior 
of such provision to other persons or circumstances, shall not be affected thereby 


EFFECTIVE DATI 


Sec. 510. This Act shall become effective on the date of its enactmer 


SENATE COMMITTEE ON GOVERNMENT OPERATIONS, 
lp 16, 19538 
Staff Memorandum No. 83—1—14 
Subject: S. 788 (Humphrey), establishing a general palicy and procedures with 
respect to payments to State and local governments on account of Federal 
real property and tangible personal property 

This bill provides for payments in lieu of taxes to local governments on prop- 
erty taken over by the Federal Government It is identical to a similar proposal 
S. 2268, introduced by Senator Hubert H. Humphrey, as chairman of the Sub- 
committee on Intergovernmental Relations, in the 82d Congress, to accord with 
a memorandum transmitted to the President of the Senate by the Director of the 
Bureau of the Budget. The proposal would replace some 20 piecemeal statutory 
provisions, with 5 broad types of payments to State and local governments or 
federally owned real estate which is now largely exempt from local property taxes 
At the urgent request of interested groups and after many vears of agitatiou 
the Bureau of the Budget accepted the responsibility at a 1949 conference on 
intergovernmental fiscal relations, for drafting an ‘‘act for payments to State 
and local governments on Federal real property.’’ The resultant, technical bill 
of 42 printed pages, reflecting much work with interested parties both inside and 
outside the Federal Government, tackles a problem of long standing which grows 
more acute as the Federal Government removes additional property from loca 

tax rolls under the present defe nse program 
As set forth in Staff Memorandum No. 83—1—11 and No. &3-1-—13, the committee 


previously considered incorporating a provision in the bi providing for the 





creation of a Commission on Intergovernmental Relations, requiring such com- 
mission to include a study of this problem as part of its overall study of inter 
governmental relations A number of Senators, including Senators Taft and 
Knowland, have, however, suggested that the committee act at once on this 
measure, in view of the urgenev for relief to certain communities The committee 
has also received letters from 26 national, State, and local governmental organiza 
tions urging passage of the bill. The approval of S. 788 by Congress would not 


‘ 
prevent such a commission, if created, from initiating studies relative to the 
operations of anv act that mav develop, and to recommend changes in the law if 
found to be desirable. 

The following letter, dated April 13, 1953, from the Assistant Direetor of the 
Bureau of the Budget, illustrates the fact that the Bureau has also considered the 


possibility of incorporating some provision of this nature in the pending inter 
governmental relations bills It will be noted, however, that the Bureau holds 
that whether this would be desirable would ‘‘depend upon the urgeney for the 


need of action to deal with problems in specific locations where Federal acquisi 
tions of property have resulted in its removal from the tax rolls 
The Bureau of the Budget also states that they have a mber of 





amendments designed to overcome some of the points raised by various 
relating to specific problems affecting matters within their jurisdiction, and the 
staff of this committee is now f the Bureau 


In consultation with representatives o 
in an effort to perfect the bill for immediate committee consideratior 
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The letter from the Bureau of the Budget follows: 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupDGBRT, 
Wash ngton 25, dD. Cs April 13, 1953 
My Dear Mr. CHarRMAN: This is in response to your letter of February 9, 1953, 
requesting the views of the Bureau of the Budget on 8. 788, a bill to establish a 
general policy and procedures with respect to payments to State and local govern- 


ments on account of Federal (;overnment property 
The bill, S. 788, is identical with S. 2268 of the 82d Congress That bill, in 
turn, was pract ly identical with a draft of legislation prepared by staff of the 





Bureau of the Budget in fillment of an assignment, accepted at a conference on 


intergovernmental relations in April 1949, to develop a comprehensive set of 
recomm ndations dealing wit! this long-standing problem 

The Federal Government owns extensive areas of real estate. Most of this, 
however, is “the publie domain’”’—land that never has been in private ownershi) 
and therefore never has been on State or local property tax rolls. A small fraction 
of the Government-owned acreage has been acquired from private owners and 
thereby taken off the tax rolls, but these acquisitions are often valuable parcels 
located in or near urban centers. There are thousands of these properties, in all 
parts of the country. On some of them the Government has built factories, 


office buildings, institutions, and many other valuable improvements. 

Ever since Chief Justice Marshall rendered his famous decision in McCulloch v3 
Maryland in 1819, the Federal Government has been held to possess & constitu- 
tional immunity from State and local taxation. Recognizing the financial needs 
of local governments, however, the Congress has consented by law to taxation of a 
few types of Federal properties and has provided for payments in lieu of taxes 
or for a sharing of revenues in some other cases. Most Federal properties are 
exempt and are not the subject of payments, but there is no uniformity of treat- 
ment of similar properties owned by different agencies. The tax treatment 
of a particular parcel will hinge often on what Federal agency holds the title; 
transfers of title between agencies may affect the tax status of a parcel even 
though there may have been no change in the use of the property itself. If 
the Government rents property instead of buying it, taxes are paid by the private 
owner and covered in the rental charges 

Although State governments generally have given up the property tax as a 
major source of State revenue, the counties, cities, school districts, and other 
local units still depend on property taxation for more than half of their total 
revenues. These local units therefore are particularly concerned when the 
Federal Government, by acquiring real estate within their boundaries, removes it 
from their property tax base while at the same time activities on or associated 
with the Federal property may impose service burdens upon these local govern- 
ments. In most communities, residential property does not pay enough taxes to 
support the schools and other community publie services needed by the residents. 
The difference is made up from taxes on industrial and commercial properties and 
other revenue sources, including aid from the State government. Where a large 
proportion of the residents are employed on tax-exempt property or work outside 
the community, local government may have an inadequate tax base. 

For these reasons, the acquisition of real estate by the Federal Government, 
with its consequent removal from the tax rolls, has been the subject of considerable 
attention in recent years, and it was a discussion of this problem at the conference 
in 1949 that resulted in a request that the Bureau of the Budget take the lead in 
working out comprehensive recommendations on the subject of payments which 
might be made by the Federal Government in cases where property has been 
removed from the tax base because of its acquisition by Government agencies. 
S. 788 incorporates these recommendations as worked out by the Bureau staff in 
consultation with the interested Federal departments and agencies and with 
representatives of major organizations of State and local government officials. 

The objectives of S. 788 would appear to be in line with the purposes of the 
President's message to the Congress on March 30 requesting the establishment of 
a Commission to study and make recommendations with respect to Federal Gov- 
ernment programs as they affect States and their political subdivisions. It is 
contemplated that problems of intergovernmental tax immunities, including the 
question of pa ments on account of Federal real estate, would be dealt with by 
the Commission which would be established under 8. 1514 and H. R. 4406, bills 
introduced in the Congress April 1. Whether 8. 788 should be enacted pending 
the report by the Commission would, of course, depend upon the urgency of the 











PAYMENTS IN LIEU OF TAXES 43 


need for action to deal with problems in specific localities where Federal acqui 
tions of property have resulted in its removal fron e tax rolls 
If vour committee decides to examine S. 788 in detail, the staff of the Budget 
Bureau is in a position to make further suggestions, mostly of a technical nature 
Sincerely vours, 
ELMER B. STAA1 | ant D ( 


ANALYSIS OF S,. 788 


The following is a brief analvsis of the bill, together with the f of Federal 
agencies on certain of its aspects and problems that may be involved s e the 
administration has, through the Bureau of the Budget, indicated that it \ 
to take the responsibility for the administration of the bill, as proposed to be 
amended, it is believed of t more porta a I n 
well be corrected in tl ents s ested by Burea su , 
Sine? opies were [ful e age es early 1952 a omni 





have been thoroughly 





S. 788 provides, in certair for nor! al taxé I ( oO! 
Yederal property, but in most 1uthorizes Federal paym« \ ld 
be based to a considerable ex e factors ed etermini property 
taxes. In addition, payments of special assessments for local improvements are 
approved. The bill does not cover public domain lands which ar w frequently 
subject to revenue sharing arrangements, and which have never been on the local 


tax rolls. Nor does the bill apply within the District of Columbia, or the island 
yossessions of the Nation. for which special arrangements are in force. 
The bill provides for five types of payments, as follows: (1) Regular ad valorem 








taxes on Federal properties which have been leased to private users or sold to 
them under conditional sales contracts; (2) annual payments on Federal . 
to be fixed by property-owning agencies upon application by State or loc: n- 
ments on the basis of governmentwide standards and procedures; (3) transition 
payments on a declining basis over a 10-year period; (4) special payments when 


Federal activities are imposing a local hardship, and no other aid is provided; 
and (5) special assessments for local improvements, 

Title V of the bill provides for the establishment of a Commission for Payments 

t 
to State and Local Governments on Federal Property, composed of the Director 
] | 
of the Bureau of the Budget, the Secretary of the Treasury, and the Administrator 
of General Services. The Commission would be authorized to promulgate 
| 
necessary rules and regulations to govern the performance of the fun 
authorized under the act under which property-owning agencies of the Federal 
pro} ; 

Government would make payments in lieu of taxes, as provided by the act. 
This section also includes a veneral repealer of all statutory provisions which 
provides for the exemption of the Federal Government from State and local 
taxation. 


tions 


S. 788 leaves blank for committee fill-in the controversial cutoff date which 
would fix the number of Federal property acquisitions to be covered. As the 
Bureau of the Budget states in its comments on the original bill: “Some cutoff 
date is needed to avoid unwarranted payments where property has been in 


Federal ownership for many years, although too recent a date might prevent 
payments in many cases where there are real burdens.” The Budget Bureau also 
presents a summary of estimates by Federal agencies, showing that if payments 
under the bill are limited to properties acquired since January 1, 1946, new 
total Federal expenditures of $32.3 million a year will occur. The comparable 
figures are $23.7 million as of July 1, 1950, when the Korean action started; and 
$111.2 million as of September 8, 1939, before World War Il. The extended 
memorandum by the Budget Bureau which discusses this and 
S. 788 is printed in the Congressional Record (97 Congressional | ; 
Oct. 12, 1951). See appendix A, Estimated Expenditures Under the Proposed 
Bill, which covers the suggested cutoff periods, 


AGENCY VIEWS ON S., 788 


The Bureau of the Budget, in originally submitting the bill to the Senate 
stated that it reflects much work with Federal departments and establishments. 
and consultations with representatives of State and local governments Althoug! 
the Bureau found “general agreement that the Federal Government has responsi- 


bilities in this field which can be dealt with adequately only in general legislation 











applving in a wide range of properti it reported considerable diversity 
i now to tn t se respo ) ties 

In response to letters of this committee, various departments and agen 
have commented bv letter on the ori al bill, S. 2268 Chey supported the bi 
1! eneral, bu nade ma suggestiol for comparativel) minor technical changes 
Copies of these reneyv reports ibmitted to the committee in 1952 from 15 Federa 
departm«e and agencies, were analyzed by the Bureau of the Budget in the fa 
of 1952, at the request of Senator Humphrey Che following is quoted from a 
report submitted to Senator Humphrey bv Frederick J. Lawton, Budget Director 
as a result of conferences held between the staff of this committee and represer 
ta ot e Bureau of the Budge 

he views which have been expressed by agencies of the executive branch fall 

into two main categories. Several agencies question the handling in 8. 2268 of 
certain major procedural or policy points Practically every agency makes sug 
gestions for technical corrections or revisions The major procedural or police 


points mentioned in the agency letters are as follows: 

The Bureau proposed January 1, 1946, as a cutoff date for identifying 
those acquired Federal properties on which payments may be made, but pointed 
out that an earlier or later date might be justified, and that the choice of an appro 
priate date ts largelv a matter of comparing the cost to the Federal Government 











with the current burdens which Federal property ownership may create for local 
taxpayers. Several agencies would prefer a later date; one favors a date befor 
World War II 

»h) The Bureau recommended that the day-to-day administration of the pas 
ments to delegated to the propert y-owning ‘ies and that they be required to 
make the payments to State and loeal governments from appropriations or other 
funds available to them to finance the Federal programs for which the property is 
held. Several agencies express a strong preference for cental, integrated adminis 


tration and, especially, for central appropriations for these payments apart fron 
ippropriations for financing the program operations 


r c Burea lrecommen le d that ‘i direct benefits st ould not be considers ad 








an offset to the administratively determined payments authorized under title I of 
r bill. although thev might properly he taken into account in the special cases 
coming under title I\ Some agencies contend that the Federal Governme: 
should be allowed credit under title I for these ‘indirect benefits.’ 

{/) Several agencies mention problems r lated to Federal property ow ershif 
that will not be solved or will be only partly remedied bv thie bill Among thes 
are t provision of aid for building or operating schools in communities especi 
ally affected by the defense effort or other Federal activities, for which exi 
legislation has made broader provision than 8. 2268, though on a temporary basis 
and the problem of gradually transferring to the States and local government 
responsibility for providing health. welfare. and education services to Indians a 
to other members of the population 

\] hese m AJOr points were before this Bureau at the time the draft bill was 
prepared The reasons for our recommendations are indicated, in most instances 
in the explanatory statement which accompanied my letter of August 16, 195] 
tI mitting the bill to the President of the Senate and the Speaker of the House 
As I stated at that time, these and many other issues involved in the bill ar 
controversial and complicated [ believe the proposals in the draft bill provid 


able and practical solutions consistent with the general objectives 
n, and that the alternative provisions which have been suggested 
up other issues or be less equitable 


f 





uggestions for various technical corrections or revisions, most o 

imed at more precise specification of properties on which payments 

may be made, the conditions or procedures for payments, and similar provisions 

However, our experience in preparing the original bill demonstrated the extreme 
. that 


interdependence of all the various provisions, so that each change must be care- 
ru examined to § void inadvertent effects on other provisions To date, our 
work on the 1954 budget has prevented us from making an extensive examinatio 

of all the iggested changes On the basis of our general review, however, w 

find that a few suggestions ere based on misunderstandings, and some are proposals 
which this Bureau had previously considered and either rejected or modified 
{ter the light of advice from other affected agencies In several instances 
the criticism appears to be valid but the specific proposal for change needs revision 
to avoid creating new problems. In summary, it appears that in all probability 


| I 
the bill would be improved by incorporating some of these amendments or modifi 


ix of th ? x kK * 
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RECOMMENDATION 


In view of the urgency of this ms tler, the staff recommends that the committee 


give consideration to reporting S. 788, incorporating the technical amendments as 


proposed by the Bureau of the Budget \s pointed out elsewhere in this memo- 
randum, the committee may wish to consider some immediate action rather than 
to await the result of studies and recommendations that might be forthcoming 
from the proposed Commission on Intergovernmental Reletions Should the 
ommittee recommend favorable actio i both bills are approve the ( 

mission could review the operetions of the resulting act and submit recommenda- 
tions as to changes that are found to be ‘essary and desirable in the public 


ESTIMATED EXPENDITURES UNDER THE PROPOSED BILL FOR PAYMENTS TO STATE 
AND LocaL GOVERNMENTS ON FRDERAL REAL PROPERTY 














\ cut-off date has been omitted in S. 788, and the staff proposes that the con 
tee give consideration to the date of Janus 1, 1946 vi h would in genera 
preclude administratively determined payment ipon properties acquired by th 
Federal Government before that late The utoff date does not appl in the 
<e of those properties which have since t heer ibiect to Federal pa 
ments of some sort Neither does the itoff date apply to those ti les of the bill 
vhich authorize the pa ment of eS he pa ent of special assessment oO 
rie supple nentarv svstem of payments il ‘ases involving bur lens not otherwise 
compensated 
Annual expenditures under the bill in the earl ears of its operation will be 
letermined largely by the cutoff date selected The Bureau of the Budget 
asked Federal property owning agencies to furnish cost estimates based on eat 
f three possible cutoff dates 1, 1946, and also 1939, and 





| i ] 1950 For } 1 oses of 













property holdings as they actually were at e end of t} 1950, and 
also to assume that the bill w nacted s¢ ra ears all part 
would have been in full operation in that fiscal vear. The agen replies are 
mmarized in the following table rhe estimates are essarily rough, since 
hey depend on estimates of property values, local tax rates, and other factors 
In addition, they omit some properties upon which payments might be ms 
No estimates are included for the supplementary system of payments authorized 
by title LV of the bill Any estimates for that title would be high] 





ince the s ipplementars svstem wot tt come into Operatio! 


upon enactment of the bill, but rather would be inaugurated at tl 








Commission and used only to the extent that experience proved 
to be necessar\ Because of these and other limitatior upo! 
figures should be interpreted as indicating only the general orde 
of expenditures under the proposed legislation 

The specific estimates of expenditures in the attached table are based « 
formation furnished by the agencies before insertion in section IQ1L (b t) of 
the first proviso, which sets a ceiling on amounts to be paid on account of Federal 
improvements and tangible personal propert Further information from the 
agencies indicates that with the 1946 cutoff late this proviso might reduce the 
total amount shown in the table for title I b: omething over $2 million \} 
hough in the time available re not asked to furnis! lar il 
formation based on the other 1 rough est ate sugee that P 
ceiling might reduce pa ment million with the 1950 cutoff d 
and by about $25 million with late rhese revisions are reflect 
n the table 

The amounts estimated by the Department of Defense are shown s« 
Che indicate a larger total of new expenditures under the proposed t ll than for 


all other agencies combined 








) ove ’ m Fede property uf the act had 
i i d 
fiscal T9At 
Int ns] 
Est it 
Ba KD litur 
1939 
L L (a at let 1} it 
Depa { Defe $92.8 
oO I 8. 4 
I t ( i 
le I 106. 2 
Defe r 20.0 
Oo i 4 
t 1 4 
sl, t il 21.4 
I I i ‘ 
) Def ‘ 
4) v j 





| I 
) D ‘ 114. ¢ 
_e) T ‘ 4] ; 

Li rdju f t on pay t certai 
' t tit] l 2. 0 
lotal, expenditures under proposed bill 130.9 

Expenditures under laws superseded by proposed bill 

Departme { Defense 1.0 
Other a 18.7 
rotal expenditures under superseded law F 19.7 


Expenditures under proposed bill less expenditures under 


superseded laws 





Department of Defense : 113. 6 
Other agencies 22.6 
Less adjustment for limit on payments on certain 
improvements (title I) ! 25.0 
t expenditures under proposed bill less 
expenditures under superseded laws . 111.2 


1 Bee preceding text for explanation, 
§ Not available, 
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ed expenditure 


utotf date in- 


1946 
24 
» 0 
Is 
1.0 
1.4 


l 
26. 9 
> 0 
52. 0 
1.0 
18.7 
19.7 
26. 1 
8.2 
—2.0 
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O stale an 
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$3. 3 
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